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I have the honor to subm it the Annual Report of the Department of the Auditor for the 
f is c a l  y e ar, Ju ly  1, 1953 to June 30, 1954.
Section 12 of Chapter 11 of the G eneral Laws defines the duties of the Department of 
the State Auditor.
"SECTION  12. The department of the state  auditor shall annually 
make a carefu l audit of the accounts of all departm ents, o ffices , com ­
m issio n s, institutions and activ ities of the commonwealth, including 
those of the incom e tax division of the department of corporations and 
taxation, and for said  purpose the authorized o ffice rs  and em ployees 
of said  department of the state  auditor shall have a cce ss  to such 
accounts at reasonable tim es and said department may requ ire  the pro­
duction of books, documents and vouchers, except tax retu rns, relating 
to any m atter within the scope of such audit. The accounts of the last 
named department sh all be su b ject at any tim e to such examination as 
the governor and council o r the general court may ord er. Said depart­
ment sh all comply with any written regulations, consistent with law, 
re lative to its  duties made by the governor and council. This section 
shall not apply to the accounts of state o ff ice rs  which the d irector of 
accounts of the department of corporations and taxation is  required by 
law to exam ine. The department of the state  auditor shall keep no 
books or reco rd s except reco rd s of audits made by it , and its  annual 
rep ort sh all re la te  only to such audits. ’
All requ irem ents of the law relating to the duties and functions of the State Auditor 
have been carefu lly  complied with for the f is c a l  year ended June 30 , 1954.
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P erso n n el: As o£ June 30 , 1954, the perm anent Civil Serv ice  s ta ll o£ this o llice 
included eight W orld W ar I veteran s, lilteen  W orld W ar II veterans and nine non­
veteran s.
M r. W illiam  H. Maus ol P alm er was promoted to the grade o l Senior Accountant by
com petitive Civil Serv ice  exam ination.
M r. P e te r  J .  Pontuso o l Dedham, Junior Accountant, died on April 22, 1954.
M r. Ja m e s  J .  O 'N eill o l D orch ester resigned Irom  the serv ice  ol the Common­
wealth.
The following perm anent Civil Serv ice  appointment has been made:
Eugene L . Shapiro ol Malden to Junior Accountant
One sp e cia l audit was required during the l is c a l  year:
Special Com m ission on the Structure ol the State Government
G en eral: Individual copies of audit rep orts tor a ll State activ ities have been sub­
m itted to His E xcellen cy  the G overnor, the Lieutenant-Governor, the President of the 
Senate, the Speaker ol the House, the Chairman of the Commission on Administration 
and F in an ce, the Com ptroller and the State L ibrarian . Copies also have been forwarded 
to the adm in istrative head of each institution or agency concerned, the chaplains, medi­
ca l boards and tru ste e s  of the institu tions, and the com m issioner of each department.
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Summary of Audits Completed: The following listed  audits of State departm ents and institutions have 
been made since my last rep ort to the leg islatu re :
SCHEDULE OF REGULAR AUDITS COM PLETED - - -  FISCAL YEAR 1953-1954
Department or Institution
Governor and Council:
Aeronautics Com m ission 
Alcoholic Beverages Control Com m ission 
Arm ory Comm ission 
A rt Com m ission for the Commonwealth 
Ballo t Law Com m ission 
Boston Arena Authority 
Civil Defense Agency 
Com m ission Against D iscrim ination 
Com m ission on Adm inistration and F inance: 
G eneral Department 
Division of Building Construction 
Com m ission on Alcoholism 
Com m ission on Uniform State Laws 
Com m issioner of V eterans Serv ices 
C om m issioners to R ev ise , Recodify, 
Consolidate and A rrange the G eneral Laws 
D isaster Em ergency R elie f Agency 
M assachusetts M arket Authority 
Mount G reylock Tram way Authority 
M ilitary Division of the Executive Department 
M ilitary Reservation  Comm ission 
M ilk Regulation Board 
Outdoor Advertising Authority 
P o rt of Boston Authority 
Public Bequest Comm ission 
Sold iers' Home in Chelsea 
Sold iers' Home in Holyoke 
State Housing Rent Co-Ordinator 
State L ibrary  
State Racing Com m ission 
State Superintendent of Buildings 
V eterans' Bonus Com m ission
S ecretary  of the Commonwealth:
G eneral Department
Com m ission on In terstate  Co-operation
T re a su re r  and R ece iv er-G en era l:
G eneral Department 
Em ergency Finance Board 
State Board of Retirem ent
Attorney G eneral
Departm ent of A griculture:
G eneral Department
Division of L ivestock D isease Control
Milk Control Comm ission
Department of Banking and Insurance:
Division of Banks
Division of Insurance
Division of Savings Bank L ife  Insurance
Supervisor of Loan Agencies
Departm ent of Civil Serv ice  and R egistration : 
G eneral Department 
A rch itects , Board of R egistration  of 
B a rb e rs , Board of R egistration  of 
C ertified  Public Accountants,
Board of Registration  of 
Chiropody, Board of R egistration  in 
Dental Exam in ers, Board of R egistration  of 
E le c tr ic ia n s , State Exam iners of 
Em balming and Funeral D irecting,
Board of R egistration  in
Page
From To No,
Mar., 23, 1953 D ec. 21 , 1953 93 . 94
Jan . 21, 1953 May 5, 1954 179
Sept., 24, 1952 Jan . 4, 1954 128 - 129
May 1, 1953 Sept. 29, 1953
May 5, 1953 Oct. 2, 1953 -
July 17, 1953 Feb . 28, 1954 148 - 150
May 25, 1953 Nov. 10, 1953 94 - 96
May 14, 1953 Oct. 14, 1953 “
July 1, 1952 June 30 , 1953 81 - 88
Sept., 11, 1952 O ct. 29, 1953 72 - 73
May 14, 1953 Oct. 5, 1953 -
May 5, 1953 O ct. 2 , 1953 -
Dec. 22, 1952 D ec. 16, 1953 104
May 15, 1953 O ct. 15, 1953 _
June 22, 1953 Nov. 19, 1953 -
Jan . 26, 1951 M ar. 10, 1954 147
Oct. 28, 1953 May 24, 1954 188
Sept. 24, 1952 Ja n . 4, 1954 126 - 128
Sept. 24, 1952 Ja n . 4, 1954 -
Dec. 19, 1952 Nov. 3, 1953 -
Jan . 5, 1953 Nov. 30, 1953 99
Sept. 8 , 1952 Sept. 29, 1953 58 - 66
May 1, 1953 Sept. 29, 1953 67 - 68
July 24, 1952 July 9, 1953 24 - 26
Mar., 19, 1953 M ar. 30, 1954 164 - 166
June 16, 1953 May 27, 1954 188
May- 1, 1953 Sept. 30, 1953 -
Dec. 2, 1952 Nov. 19, 1953 98
Sept. 12, 1952 Sept. 30, 1953 68 - 69
July 1, 1953 Oct. 7 , 1953 69 - 72
July 22, 1952 Aug. 3, 1953 35 - 37
Aug. 25, 1952 Sept. 28, 1953 '
Feb. 2, 1953 Feb . 4, 1954 139 - 143
May 4, 1953 Feb. 11, 1954 144 - 145
Jan . 1, 1953 D ec. 31 , 1953 172 - 173
Jan . 21, 1953 Oct. 21, 1953 74
Oct. 27, 1952 Nov. 3, 1953 75 - 80
Dec. 5, 1952 Nov. 3, 1953 80
Sept. 16, 1952 Sept. 21, 1953 54 - 58
Sept. 12, 1952 Oct. 6, 1953 69
Apr. 9, 1953 May 18, 1954 183 - 186
Dec. 15, 1952 Ja n . 7 , 1954 134
Apr. 30 , 1953 Oct. 13, 1953 -
Sept. 2, 1952 Aug. 31, 1953 42
Sept. 2, 1952 Sept. 28, 1953 45 - 46
Sept. 2, 1952 Oct. 15, 1953 47
May 7, 1953 Nov. 25 , 1953 _
Sept. 2, 1953 Nov. 24, 1953 48
Sept. 2, 1952 O ct. 5, 1953 46
Sept. 2, 1952 O ct. 22, 1953 47
Sept. 2, 1952 O ct. 05 1953 46 - 47
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Departm ent o r Institution From To No.
Departm ent of C ivil Serv ice  and R egistration  (Continued):
H a ird ressers , Board of R egistration  of Sept. 2, 1952 Sept. 14, 1953 44
M edicine, Board of R egistration  in Sept. 8, 1952 Sept. 2 , 1953 43 -  44
Nursing, Board of R egistration  in Aug. 11, 1952 Sept. 8 , 1953 43
Optom etry, Board of R egistration  in Sept. 2, 1952 Nov. 23, 1953 -
Ph arm acy, Board of R egistration  in Sept. 2, 1952 Oct. 29, 1953 47
P lu m bers, Board of State Exam in ers of Sept. 2 , 1952 Nov. 19, 1953 47
P ro fess io n a l E ngineers and Land Surveyors,
Board of R egistration  of Sept. 2, 1952 Sept. 28, 1953 44 -  45
V eterinary  M edicine, Board of R egistration  in Sept. 2, 1952 Sept. 30 , 1953 -
Departm ent of C om m erce May 26, 1953 June 9, 1954 190 -  191
Departm ent of Corporations and Taxation:
G eneral Departm ent July 1, 1952 July 1, 1953 11 -  18
Appellate T ax  Board Ja n . 5, 1953 M ar. 16, 1954 -
Bureau of Accounts Apr. 7 , 1953 Apr. 27, 1954 174
Departm ent of C orrection :
G eneral Departm ent Jan . 5, 1953 Nov. 4, 1953 89
Reform atory  at Concord Feb. 18, 1953 Apr. 12, 1954 167 -  169
Reform atory  fo r Women May 28, 1953 May 17, 1954 181 -  182
State F arm  at Bridgew ater July 7, 1952 July 6, 1953 26
State Priso n M ar. 30 , 1953 Apr. 23, 1954 169 -  172
State P riso n  Colony M ar. 19, 1953 May 5, 1954 179
D epartm ent of Education:
G eneral Departm ent May 25, 1953 Nov. 17, 1953 96 -  98
Bradford Durfee Tech n ical Institute Jan . 19, 1953 Feb. 8 , 1954 143
D ivision of the Blind Nov. 10, 1952 M ar. 15, 1954 150 -  152
D ivision of L ib rary  Extension May 25, 1953 Nov. 17, 1953 98
D ivision of Im m igration and A m ericanization May 25, 1953 Nov. 17, 1953 -
Low ell Technological Institute Aug. 4, 1952 Aug. 31, 1953 37 -  39
Low ell Technological Institute R esea rch  Foundation Sept. 3, 1952 Aug. 31, 1953 39 -  42
M aritim e Academy June 1, 1953 May 4, 1954 178 -  179
New Bedford Institute of T ex tiles  and Technology Feb. 17, 1953 M ar. 8, 1954 146
School Buildings A ssistan ce  Com m ission May 22, 1953 June 9, 1954 188 -  189
School Lunch P ro g ra m s, O ffice of May 25, 1953 Nov. 17, 1953 99
School of A rt June 3, 1953 Apr. 7 , 1954 166
State T e a ch e rs  C ollege at Boston Sept. 15, 1952 Apr. 7 , 1954 166
State T e a ch e rs  C ollege at Bridgew ater Sept. 8, 1952 Oct. 19, 1953 72
State  T e a ch e rs  College at Fitchburg May 25, 1953 May 24, 1954 187
State T e a ch e rs  C ollege at Fram ingham May 18, 1953 May 25, 1954 187 -  188
State T e a ch e rs  College at Lowell Feb. 9, 1953 Feb. 23, 1954 146
State T e a ch e rs  C ollege at North Adams Apr. 6, 1953 M ar. 19, 1954 156
State T e a ch e rs  College at Salem M ar. 31, 1953 Jan . 26, 1954 138
State T e a ch e rs  C ollege at W estfield May 4, 1953 Jan . 13, 1954 134
State T e a ch e rs  C ollege at W o rcester Apr. 28, 1953 M ar. 19, 1954 156 -  157
T e a c h e rs ' R etirem en t Board Jan . 1, 1953 D ec. 31, 1953 144
U niversity of M assach usetts at A m herst July 28, 1952 July 21, 1953 30 -  35
D epartm ent of Labor and In dustries:
G en eral Departm ent June 1, 1953 May 17, 1954 186 -  187
D ivision of Employment Secu rity Apr. 21, 1953 May 3, 1954 174 -  177
D ivision of Industrial A ccidents Jan . 12, 1953 Feb. 23, 1954 145 -  146
Labor R elation s Com m ission May 21, 1953 Nov. 5, 1953
L eg is la tu re :
S erg ea n t-a t-A rm s May 18, 1953 Dec. 9, 1953 -
Special Com m ission on the Structure
of the State Government May 6, 1953 Nov. 3 , 1953 -
Special Cash Audit Nov. 3 , 1953 M ar. 15, 1954 147 -  148
D epartm ent of M ental Health:
G eneral Departm ent Sept. 17, 1952 Sept. 8, 1953 48 - 52
Belchertow n State School Feb. 11, 1953 Dec. 11, 1953 144
Boston Psychopathic Hospital Jan . 8 , 1953 D ec. 7, 1953 102 - 103
Boston State Hospital M ar. 18, 1953 M ar. 15, 1954
99 -
148
D anvers State Hospital O ct. 6, 1952 Nov. 30, 1953 - 100
Foxborough State Hospital Oct. 31, 1952 Nov. 2, 1953 73
G ardner State Hospital Aug. 7, 1952 Aug. 3, 1953 37
G rafton State Hospital Sept. :29, 1952 Nov. 2, 1953 74 -• 75
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Department o r Institution
Department of Mental Health (Continued): 
Medfield State Hospital 
M etropolitan State Hospital 
Monson State Hospital 
M yles Standish State School 
Northampton State Hospital 
Taunton State Hospital 
W alter E . Fernald  State School 
Westborough State Hospital 
W orcester State Hospital 
Wrentham State School
Metropolitan D is tric t  Com m ission
Department of Natural R eso u rces: 
G eneral Department 
F ish e rie s  and Gam e, Division of
Department of Public Health:
G eneral Departm ent 
Lakeville State Sanatorium  
North Reading State Sanatorium  
Pondville State Hospital 
Rutland State Sanatorium  
W estfield State Sanatorium
Departm ent of Public Safety
Department of Public U tilities
Department of Public W elfare:
G eneral Department 
M assachusetts Hospital School 
Tewksbury State Hospital and Infirm ary
Department of Public W orks:
G eneral Department 
R eg istry  of Motor Vehicles 
State A irport Management Board
Supreme Ju d icia l Court:
Board of B a r  Exam iners 
C lerk for the Commonwealth 
R eporter of D ecisions 
State Board of Probation
Division of Youth S erv ice :
G eneral Department 
Industrial School for Boys 
Industrial School fo r G ir ls  
Lyman School for Boys 
Detention Center
Page
From To No.
Apr. 6, 1953 May 10, 1954 179 _ 181
Nov. 25, 1952 Mar. 8, 1954 147
Dec. 17, 1952 Sept. 22, 1953 52 - 54
Oct. 21, 1952 Nov. 16, 1953 96
July 7, 1952 July 20, 1953 30
Dec. 8, 1952 Dec. 28, 1953 104
June 1, 1953 Apr. 12, 1954 167
Feb. 4, 1953 Feb. 1, 1954 134 - 137
Dec. 1, 1952 Dec. 7, 1953 100 - 102
June 1, 1953 Apr. 27, 1954 173 - 174
Sept. 15, 1952 Jan. 4, 1954 129 - 131
Apr. 23, 1953 Mar. 15, 1954 152 _ 154
Apr. 23, 1953 Mar. 15, 1954 154 “ 156
Oct. 6, 1952 Oct. 19, 1953 73 . 74
Sept. 29, 1952 Sept. 16, 1953 52
July 21, 1952 Oct. 1, 1953 66 - 67
June 3, 1953 May 3, 1954 177 - 178
Mar. 31, 1953 Apr. 1, 1954 157
Mar. 26, 1953 Feb. 1, 1954 138 - 139
Nov. 20, 1952 May 12, 1954 182 - 183
May 4, 1953 May 26, 1954 188
May 14, 1953 Mar. 29, 1954 157 _ 164
Apr. 9, 1953 June 1, 1954 189 - 190
Nov. 10, 1952 July 1, 1953 19 " 24
Feb. 2, 1053 Jan. 4, 1954 104 . 125
July 1, 1952 July 1, 1953 6 - 11
Dec. 12, 1952 Nov. 9, 1953 89 ■ 93
July 1, 1952 June 30, 1953 _
May 11, 1953 Oct. 7, 1953 -
May 12, 1953 Oct. 5, 1953 -
May 12, 1953 Oct. 8, 1953 ■
Oct. 30, 1952 Jan. 4, 1954 131 . 134
May 25, 1953 June 9, 1954 191 - 192
May 11, 1953 Apr. 26, 1954 172
July 7, 1952 July 6, 1953 26 - 30
July 1, 1953 Jan. 20, 1954 137 - 138
The following com m ents, exceptions and recom m endations w ere included in the rep orts  issued in con­
nection with these exam inations.
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R E G IST R Y  O F MOTOR VEH ICLES R EPO R T NO. 54-1
Refunds of F e e s  Account of Applications for L icen ses  to Operate Motor V eh icles : 
P rev iou s audit rep o rts  have stated :
"At present applicants file  applications, together with the fee of 
$ 6 .0 0 , with the exam iner at the exam ination point. The $ 6 .0 0  covers 
the exam ination fee of $ 2 .0 0  and the licen se  fee of $ 4 .0 0  covering two 
y e a rs . Should the applicant pass the exam ination, he re ce iv es  a tem po­
ra ry  licen se  and a perm anent licen se  is  m ailed to him la te r . If the ap­
plicant fa ils  in his exam ination, the licen se  fee of $ 4 .0 0  is  refunded to 
him in cash by the exam in er. The sam e arrangem ent applies in r e -e x ­
am inations, except that the re-exam in ation  fee is  $ 1 . 0 0 , so that the ap­
plicant deposits $ 5 .0 0  instead of $ 6 .0 0 . It is  again recom m ended that 
the C om ptroller’ s Bureau review  the routine of handling fees and provide 
som e method that will elim inate the present p ractice  of refunds being 
made by the exam in ers.
"No action has been taken on th is recom m endation, but a new position 
has been establish ed  and c la ss ifie d  as 'Su p erv isor of Special S e rv ices  - 
D river L icen ses ' and the duties o f the Supervisor w ill be to standardize 
methods and procedures at a ll of the exam ination p la c e s ."
It was noted that the foregoing situation rem ain s p ractica lly  the sam e excepting that 
the fee for the f ir s t  exam ination has been in creased  from  $2. 00 to $3 . 00 and for su b se­
quent exam inations from  $ 1 .0 0  to $1. 50. The fee for a licen se  was in creased  from  $ 4 .0 0  
to $ 5 .0 0 .
In fu rther connection with this m atter attention is  called  to the fact that the position 
of "Su p ervisor of Special Serv ices  -  D river L ic e n se s"  has been filled  but the incumbent 
has been ill and, th erefo re , the suggested changes have not been made.
Deposit in Lieu of Insuran ce: Chapter 346 of the A cts of 1925 provided that in lieu of 
taking com pulsory liab ility  insurance an applicant for reg istra tio n  of a m otor vehicle 
could deposit with the D epartm ent of Public W orks cash  o r co lla te ra l with a m arket value 
of not le s s  than $ 5 ,0 0 0 .0 0 . The reco rd s of such deposits w ere orig in ally  m aintained in 
the Division of Highways. Chapter 571 of the A cts of 1949 changed th is and provided that 
the deposit of $ 5 ,0 0 0 .0 0  is  to be made with the State T re a su re r . The only reco rd  the 
R eg istry  keeps of such tran saction s is  the ce rtifica te  issued by State T re a su re r  to the ap­
p licant, which is  attached to the application for reg istra tio n  of a m otor vehicle. It is  
again suggested that a re g is te r  be kept showing such deposits.
Cash O verages and Sh ortages: The sum of $ 2 ,0 0 0 .0 0  is  advanced to the C ash ier from 
the Chief Accountant's advance to c le a r  overages and sh ortag es in incom e at the Main o f­
fice  and the se v era l branch o ffices . On the date of audit, there was being ca rrie d  in this 
account a net shortage of $ 1 ,3 2 7 .4 7 , an an aly sis of which follow s:
Status of Shortages Paid from  C a sh ie r 's  
$ 2 ,0 0 0 .0 0  Advance and O verages Paid into 
_______the Advance as of Ju ly  1, 1953______
Shortages Paid from  Advance:
Branch O ffices
Bank Deposit Shortage (Boston) 
Boston O ffice
Counterfeit Money Made Good 
Bad Check
T e lle rs  - To Cover Shortages 
Total Shortages C leared 
L e ss :
O verages Paid into Advance:
From  Branch  O ffices 
From  Over and Short Account 
From  M ail Room 
Total O verages
Net Shortage (Should be Appropriated)
$ 2 ,5 8 2  44 
16 0 0  
363 41 
42 00 
1 00 
20 45
$ 3 ,0 2 5  30
$788 79 
905 04 
4 00
1 ,697  83 
$ 1 ,3 2 7  47
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On the sam e date this fund of $ 2 ,0 0 0 . 00 consisted  of the following:
Cash on Hand
Advances Paid to T e lle rs  fo r  Petty Cash 
Net Shortage
$ 297 53
375 00 
1 ,3 2 7  47
$2,000 00
It was noted that th is account has not been c leared  by leg is la tiv e  appropriation sin ce  
1939, and the foregoing sh ortag es and overages re p resen t the accum ulation of m ore than 
fourteen y e a rs , during which period the re ce ip ts  fo r R eg istry  incom e approxim ated 
$ 1 4 2 ,0 0 0 ,0 0 0 .0 0 . This amount included re ce ip ts  in the m ain o ffice  which amounted to 
approxim ately $ 5 6 ,0 0 0 ,0 0 0 .0 0 . It i s ,  th ere fo re , recom m ended that the n ece ssa ry  step s 
be instituted to c le a r  th is advance account.
Overage at A ttleboro B ran ch : In th is connection the previous audit stated :
"It  was noted that the gen era l cash  book fo r the month of M arch 1952 
included the following m em orandum:
'Som etim e in D ecem ber 1951 the A ttleboro Branch  found 
that they w ere $ 2 0 0 .0 0  sh ort. The inv estigator in charge went 
to the bank and fo r  som e reason told the bank people that the 
o ffice  was $ 4 0 0 .0 0  sh ort. The bank stated  that they had a 
$ 4 0 0 .0 0  overage fo r that day and handed the in v estigator $ 4 0 0 .0 0 . 
T his le ft the Branch  with an overage of $ 2 0 0 .0 0 . Som etim e a fter 
the Branch  was $ 2 0 .0 0  short which left an overage of $ 1 8 0 .0 0 .
' When closing the branch a deposit of $947. 50 was made 
which included in co rrec tly  the $ 1 8 0 .0 0  overage. The T re a s u re r  
requested that the $ 1 8 0 .0 0  be tra n s fe rre d  from  M otor V ehicle 
F e e s  account to Account Commonwealth of M assach u setts . The 
bank made th is tra n s fe r  on M arch 19, 1952.
'C heck Number 839476 from  the State T re a s u re r  dated 
M arch 26, 1952 rece iv ed  on Ju ly  2, 1952 fo r $ 1 8 0 .0 0 . Entered 
into the O ver and Short account in reco rd s of $ 2 ,0 0 0 .0 0  Advance 
from  Chief A ccou n tan t.'
"T h e foregoing item  was entered in the Over and Short Account on 
Ju ly 2, 1952.
"T h is  m atter was d iscu ssed  with the Chief Accountant and it was under­
stood that he has repeatedly talked with the o ffic ia ls  of the A ttleboro branch 
about th is m atter, but with no re su lts . "
It was again noted that th ere  has been no additional inform ation re la tiv e to this 
overage.
This amount is  being c a rrie d  as part of the $ 2 ,0 0 0 .0 0  advance made to the C ash ier 
by the Chief Accountant.
$ 5 0 ,0 0 0 .0 0  Advance Fund -  Bad C h ecks: It has been the p rac tice  to cash  bad checks 
through th is fund, and at the date of audit th is fund included $ 6 1 7 .4 6  of such item s of 
which 29 checks totaling $166 .21  appear doubtful of co llectio n . The checks w ere dated 
sin ce 1946. If it is  finally  determ ined that co llectio n s cannot be m ade, it is  suggested 
that the reco rd s be cleared  through appropriation.
This advance fund which is  made by the State T re a s u re r  to pay sa la ry  advances and 
checks should not be used fo r c learin g  such ch eck s, and it is  suggested that a sep arate  
advance fund should be obtained fo r  such a purpose.
It was also  noted that an overage of $ 6 . 50 appeared in this fund as of June 30, 1953.
It is  suggested that it be tra n s ferred  to the $ 2 ,0 0 0 .0 0  advance fund.
Taunton Branch  - O verage: It was noted that a second check for $ 1 6 .0 0  drawn on 
the $ 2 ,0 0 0 .0 0  advance fund in e r r o r  was sen t to the branch. A shortage of $16. 00 was 
previously cleared  through the advance fund by a check drawn in M arch 1953. The 
la tte r  check, however, instead of being returned, was deposited in the b ran ch 's  bank 
account to the cred it of the State T re a s u re r .
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This overage does not appear in the c a s h ie r 's  branch over and sh ort record  of ea rn ­
ings June 30 , 1953. It i s ,  how ever, included as of Ju ly 31, 1953.
Lynn Branch  -  Incom e C ash: As of the date of the audit v is it to this bran ch, its 
incom e cash  on hand included a protested  check fo r $ 1 8 .0 0  dated June 19, 1953, and an 
overage of $3. 55.
Outstanding Checks One Y ear Old: It was noted that 53 checks totaling $140. 93 in 
the R ebates and Refunds account and in the Chief A ccountant's advance account 11 checks 
totaling $ 1 7 .0 0  have been c a rr ie d  as outstanding fo r a period in ex ce ss  of one y e ar.
It is  suggested that payment of the checks be stopped and the proceeds be disposed of 
in accord an ce with existing d ire c tiv e s .
Daily D eposit of Incom e Cash by All T e l le r s :  In addition to the counter te l le r s ,  
em ployees in se v e ra l o th er sectio n s within the R eg istry  re ce iv e  incom e cash . It is  sug­
gested  that a ll such re ce ip ts  be tra n s fe rre d  to the c a sh ie r  daily. A ll such p ersons should 
a lso  be included under the blanket bond.
Incom e Cash on Hand -  R e g is tra r 's  O ffice : The count of cash  on hand in th is o ffice  
on the date of audit indicated th ree item s totaling $17. 50 which w ere not entered  on the 
cash  sh eets. It is  suggested that a ll  such cash  be entered on the cash  sh eets when 
receiv ed .
Split Cash Sh eets: In th is connection the previous audit rep ort stated :
"A ll fe es  co llected  a re  recorded daily on s e r ia lly  num bered cash  
sh eets , tw enty-five num bers to a sh eet. The s e r ia l  num bers and the 
calend ar year a re  printed on a ll cash  sh e e ts . T hese s e r ia l  num bers 
a re  assigned to the various bran ches each y e a r and thus provide the 
bookkeeping division with a control over incom e.
"T h e term  'sp lit  sh eet' is  applied to cash  sh eets not com pleted at 
the end of a bu sin ess day. At the c lo se  of bu sin ess on Frid ay of each 
week a ll cash  sh eets , both com pleted and incom pleted, a re  supposed to 
be sent in to the Boston office  by a ll branch o ffices  and a ll incom e is  to 
be deposited in the sev era l banks. The incom pleted num bers on each 
sh eet a re  supposed to be stamped on blank sh eets and used in o rd er.
"It was understood that sixteen  branch o ffice s  and North Adams w ere 
using sp lit sh eets on the date of audit, while four w ere not following the 
p rescrib ed  method. T hese bran ches w ere w riting in the unused num bers, 
instead of using a number stam p, and in som e ca s e s  w riting in only the 
f ir s t  and last num ber. One branch has been splitting p assen g er and truck 
sh eets only, and this branch has been splitting sh eets at the c lo se  of 
bu sin ess on Thursday instead of F rid ay . "
It was noted that now a ll bran ches a re  handling sp lit sh eets in a con sisten t m anner.
Reconciliation  of Cash at Branch  O ffices : In th is connection the previous audit r e ­
port stated :
The ru les and regulations provide that the m anager of each branch 
office  is  to personally  balance the cash  tw ice a month and file  a rep ort of 
such cash  recon ciliation  with the Chief Accountant, however, th is rule 
has in many ca s e s  not been adhered to. Apparently it has not been the 
p ra c tice  to have a rep resen tativ e of the Boston o ffice  v is it the branch  o f­
f ic e s  and make an independent reco n cilia tio n  of the cash . It is  suggested 
that th is be done p eriod ically .
"It was learned that branch o ffices  have been visited  by re p rese n ta ­
tiv es of the Boston o ffice , who balanced cash at the tim e of th ese v is its . 
Each o ffice  was visited  at least once during the f is c a l  y ear ju st ended. A 
sp e cia l report form  used fo r recon cilin g  cash was filed  with the Chief A c­
countant in the Boston o ffice . It was also  noted that the m anager of the 
branch o ffices  had been instru cted  to balance cash  tw ice monthly and had 
been provided with standard fo rm s to be used fo r that p u rp o se ."
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It was noted, however, that fourteen branch o ffices  rece iv ed  one v isit each from  a 
rep resen tative of the Boston office  during the period under audit and it is , th ere fo re , 
recom m ended that the p ractice  of visiting each branch o ffice  at lea st once a y ear be 
resum ed.
R eferrin g  to the recon ciliation  of cash at the branch o ffices  by the m anagers of the 
resp ectiv e bran ches, it was noted that th is has not been done in the ca se  of five b ran ch es. 
It was fu rth er noted that many of the o th ers had not been balanced on a reg u lar b a s is .
C a sh ier 's  O ffice -  Rebate and Refund Advance Fund: P reviou s audit rep orts have 
stated :
"It is suggested that the C o m p tro lle r's  Bureau should be contacted 
re la tiv e to the installation  of a cash book in which to record  the rece ip ts 
and disbu rsem en ts of the Fund.
"T h is  has not yet been done and the suggestion is , th ere fo re , r e ­
peated. About $ 1 5 0 ,0 0 0 .0 0  passed through this account during the p re ­
vious calend ar y e ar, and it would appear that the amount is  sufficiently  
larg e to w arrant the use of a cash  book in which to record  advances r e ­
ceived and total d isbu rsem en ts by schedule num ber, with monthly b a l­
ancing. Inclusive check num bers should be entered as applying to each 
resp ectiv e schedule and individual re ce ip ts  o r d isbu rsem en ts should also  
be entered . Such a cash  book would bring a ll a c tiv itie s  of this fund into 
a sin gle r e c o r d ."
This suggestion not having been adopted, attention is  again called  to it.
1951 Number P la te s  Continued in Use in 1952: R eferen ce to the sta tu tes governing 
the use of number p lates follow s:
"Section  2 of Chapter 90 of the G eneral Laws provides that the 
R e g is tra r  shall furnish two number p lates to each person whose m otor 
vehicle is  reg iste red  under said  Chapter 90. Chapter 470 of the A cts of 
1949 amended Section 2 of Chapter 90 of the G eneral Laws and re ferrin g  
to number plates read s in part as follow s:
'T h e  number p lates so furnished sh a ll, except as provided 
by section  nine, and except in c a se  the re g is tr a r  fo r any valid 
reason extends the tim e, be valid only fo r  the y ear fo r which they 
a re  issued. If the r e g is tr a r  extends the tim e he may make ru les 
and regulations requiring the display of v isib le  evidence upon 
every m otor vehicle that it has been re g istered  and that the plates 
in use thereon a re  valid . Any plate becom ing illeg ib le  because of 
construction  d efects  sh all be rep laced  by the r e g is tr a r  without 
cost.
Acting under the authority of this Chapter, the R e g is tra r  perm itted the use of the 
1951 number p lates for the y ear 1952 and provided a so -ca lle d  s tic k e r  to be pasted on 
the windshield of the m otor vehicle. P r io r  to the 1950 y ear th ere was one se t of cash 
sh eets fo r passeng er c a rs  and one se t fo r  tru ck s, the cash  sh eets contained 25 lin es, 
each se r ia lly  numbered and the number appearing against the name of the person r e g is ­
tering the m otor vehicle was the sam e as the num ber plate furnished him. F o r the 1952 
year the s e r ia l  num bers printed on the cash  sh eets a re  F in ancial T ran saction  num bers 
and these num bers correspond with the s e r ia l  num bers printed on the "S t ic k e rs "  which 
a re  furnished persons reg isterin g  a m otor vehicle in 1952 that had been reg iste red  in 
1951. A person reg isterin g  a m otor v ehicle fo r  the f ir s t  tim e in 1952 received  two 1951 
number plates and a lso  a "S t ick e r” .
The applications fo r reg istra tio n  of m otor veh icles a re  filed  in n u m erical o rd er by 
plate number and the en tries on the cash  sh eet a re  under "F in a n cia l T ran sactio n " num­
b ers  which m akes the auditing of fe es  receiv ed  very d ifficu lt.
R egistry  and C om ptroller - R econciliation  of Incom e: F o r the f isc a l year ended 
June 30, 1953 the total re ce ip ts  of record  indicated those represented  by the R eg istry  in 
ex ce ss  of those on the C o m p tro lle r's  re co rd s in the amount of $151, 146. 5 7 , because of 
in co rrect and late reporting of re ce ip ts to the C o m p tro lle r's  Bureau by the o ffice  of the 
State T re a su re r . The cash reco rd s of the C o m p tro lle r's  Bureau w ere allowed to rem ain
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open fo r entry of 1953 f isc a l year rece ip ts until July 6 , 1953. C ertain  other re ce ip ts of 
Febru ary  1953 w ere not reported to the C om ptroller until July 16, 1953 and w ill, th e re ­
fo re , appear with the 1954 f isc a l y ear rece ip ts on the record s.
It is  believed that frequent recon ciliation  of a ll R egistry  bank statem en ts by the 
State T re a s u re r ’ s o ffice  would c o rre c t  this situation.
Number P la te s  Impounded: It was noted that four and five numbered p lates r e ­
turned a re  being impounded by the R e g istra r of M otor V eh icles as well as ”H” number 
p lates 1 to 1 0 , 0 0 0  and so -ca lle d  distinctive numbered p lates.
The impounding of such p lates and issuing them at various tim es throughout the 
plate y ear obviously created  problem s in auditing such fe es  and reco rd s.
It is ,  th ere fo re , suggested that a sp ecia l block of cash sh eets be assigned fo r the 
purpose of recording cash  earnings fo r such item s in ord er to b etter control the cash 
from  such so u rces .
Exchange of P la te s : It was noted that no fe e  is  charged when one reg istration  
plate is  exchanged for another plate. It is  suggested that such exchanges of plates are  
in the sam e category as substitutions and should requ ire  payment of a fee.
F ile  Room -  M issing A pplications: It was noted that many 1952 applications were 
m issin g  from  the fi le s .
It is  suggested that b e tter control be ex e rc ised  over a ll reg istra tio n  applications on 
fi le . Any application taken from  the file s  should be replaced by a requisition  properly 
authorized, designating the person who removed the application and the location to which 
it was removed.
P assen g er C ar Application -  No F e e : The reg istra tio n  applications fo r plate num­
b e rs  H -11355, 6 , 7 and 8  indicated that no fe es  had been receiv ed . In this connection it 
was noted that a requ est from  a moving p icture studio fo r four re g istra tio n  p lates for 
film ing purposes had been granted by the R e g is tra r .
D ea lers , R e p a ire rs , T ran sp o rters  Applications -  1952 Y e a r : A lis t  of fe es  c o l­
lected  as indicated by such 1952 re g istra tio n  applications on file  totaled $ 1 4 5 ,3 3 8 .0 0  com ­
pared with $ 1 4 5 ,6 8 7 .0 0  appearing on the sum m ary an alysis of cash  sh eets . Several of 
th ese applications w ere m issing from  the f ile s  and only memorandum slip s  appeared in 
th eir stead , and it w as, th erefo re , not p ossib le  to determ ine the fe e s  thereon.
As 1951 p lates w ere used during the 1952 y e ar, it was not p ossib le to determ ine 
whether any 1951 p lates w ere in use in 1952 without being properly reg iste red . B ecau se 
1953 plates w ill be used during the 1954 y e ar, it is  suggested that re g istra tio n  p lates of 
d e a le rs , re p a ire rs , tra n sp o rte rs , reg iste red  in 1953 but not in 1954, be co llected  and 
held fo r use in connection with the audit which w ill be made of the a c tiv itie s  of the 1954 
year.
Record of No F e es  Charged: It is  suggested that a sep arate  record  be kept of a ll 
"no fe e” ite m s, including re g istra tio n s , lice n se s , renewal l ice n se s , e tc . P ossib ly  this 
could be accom plished by reserv in g  a certa in  number of "M iscellan eou s Cash Sh eets” for 
this purpose.
Internal Check of C ertain  F e e s : It is  understood that applications received  and p ro c­
essed  by the M ail Section and by the E x p ress Section a re  not checked for c o rre c tn e ss  of 
fe es  by the Checking Section. It is suggested that a ll applications rece iv ed  be reviewed 
with this in mind.
Truck A pplications -  Checking F e es  fo r C o rre c tn e ss : In this connection 12 boxes of 
900 applications each w ere checked to determ ine the accu racy  of the resp ectiv e  fees 
charged. Six overpaym ents totaling $ 3 4 4 .0 0  and 17 underpayments totaling $ 8 7 .0 0  w ere 
noted. It was understood that reb ates w ill be made fo r  the overpaym ents, while an a t­
tempt w ill be made to co llect the underpayments.
From  the foregoing it is apparent that a ll applications a re  not being properly checked 
by the Checking Section within the R egistry  and it i s ,  th ere fo re , suggested that a ll such 
applications be com pletely v erified .
C ross R eferen ces -  T ra c to r  A pplications: It is  suggested that every application for 
reg istra tio n  of a tr a c to r-p a rt  of a s e m i-tr a i le r  unit, show the reg istra tio n  num bers of a ll 
s e m i- t r a i le r s  with which it is  to be used. It is  fu rth er suggested that a ll s e m i-tr a i le r  
applications show thereon tra c to r  application num bers with which they a re  to be used
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because the fee fo r a tra c to r  -  part of s e m i-tr a i le r  units -  is  based , in p art, on the 
weight of the heaviest s e m i-tra ile r  with which it is  to be used.
Validating Stamps on A pplications: Several of the s e m i-tr a i le r  flee t applications 
exam ined, as well as oth er types of applications, did not show the validating stam p of 
the R egistry  c le rk  o r te lle r .  It is  suggested that each application should b ear such iden­
tification .
E ra su res  of F e es  Entered on A pplications: When an in co rre c t fee is  noted, it 
should be c ro ssed  out and the c o rre c t  fee indicated. Any co rre ctio n s of fe es  should also 
be approved by a responsib le em ployee.
F e es  Entered in P en cil: It was noted that fe es  a re  som etim es entered on ap p lica­
tions with pencil. It is  suggested that a ll fee  en tr ies  be made in ink.
D EPARTM EN T O F CORPORATIONS AND TAXATION 
GENERAL D EPARTM EN T R EP O R T NO. 54-2
Tax D istribution to C ities and Towns: E arly  in each calend ar y ear the C om m is­
sion er of the Departm ent of Corporations and Taxation is  required to subm it to each city  
and town of the Commonwealth an estim ate of the amount that each can expect that year 
from  distribution of revenue from  incom e and corporation  taxes.
This estim ate is  included on the so -ca lle d  "C h erry  Sh eets" issued by the departm ent. 
The revenue thus accru ed  is  distributed between the Commonwealth and the c itie s  and 
towns on the following b a s is :
1) Income Taxes -  With the exception of $2 , 5 0 0 ,0 0 0 .0 0  retained by the Com ­
monwealth as Public S erv ice  Tax re ce ip ts , the in c re a se s  in tax ra tes 
authorized by Chapter 800 of the A cts of 1950, and the co st of ad m in istra­
tion of the Income T ax  D epartm ent, a ll funds received  a re  distributed to 
the various c itie s  and towns.
2) Corporation T axes -  This incom e is  divided roughly - 1 /6  to the Common­
wealth, and 5 /6  is  distributed to the c itie s  and towns.
A schedule of the C om m ission er's  estim ates and payments to the various c itie s  and 
towns fo r the past five y e a rs  follow s:
F is c a l  Y e a r  Ending November 30 , 1949
Bu siness
Corporation
Incom e Tax Tax Total
C o m m ission er's E stim ates $ 2 9 ,0 4 0 ,9 1 9  00 $ 2 6 ,0 0 0 ,0 0 0  00 $ 5 5 ,0 4 0 ,9 1 9  00
Actual Paym ents to C ities and Towns 39, 9 19 ,078  07 4 2 ,8 4 1 , 163 65 8 2 ,7 6 0 ,2 4 1  72
U nderestim ate $ 1 0 ,8 7 8 ,1 5 9  07 $ 1 6 ,8 4 1 ,1 6 3  65 $ 2 7 ,7 1 9 ,3 2 2  72
P ercen t of Paym ent to E stim ate 137.4% 164.7% 150.3%
F is c a l Y ear Ending November 30 , 1950
B u sin ess
Corporation
Incom e Tax Tax Total
C om m ission er's E stim ates $ 3 5 ,0 0 0 ,0 0 0  00 $ 3 7 ,0 0 0 ,0 0 0  00 $ 7 2 ,0 0 0 ,0 0 0  00
Actual Paym ents to C ities and Towns 31, 995, 153 71 2 6 ,8 6 0 ,3 5 1  31 58, 855, 505 02
O verestim ate $ 3 ,0 0 4 ,8 4 6  29 $ 1 0 ,1 3 9 , 648 69 $ 1 3 ,1 4 4 ,4 9 4  98
72.5%  81.7%P ercen t of Payment to E stim ate 91.4%
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F is c a l Y e a r  Ending November 30 , 1951
Bu siness
Corporation
Income Tax Tax Total
C o m m ission er 's  E stim ates  $ 3 0 ,0 0 2 ,0 1 2  52 $ 2 5 ,0 0 0 ,0 0 0  00 $ 5 5 ,0 0 2 ,0 1 2  52
Actual Paym ents to C ities and Towns 3 9 ,0 0 6 ,8 5 8  81 2 9 ,1 3 9 ,6 4 8  69 6 8 , 146, 507 50
U nderestim ate $ 9 ,0 0 4 ,8 4 6  29 $4, 139 ,648  69 $13, 1 44 ,494  98
P ercen t of Paym ents to E stim ate 130.0% 116.5% 123.8%
F is c a l Y ear Ending November 30, 1952
Incom e Tax
B u sin ess
Corporation
Tax Total
C om m ission er’ s E stim ates 
Actual Paym ents to C ities and Towns
$ 3 0 ,0 0 0 ,0 0 0  00 $ 2 5 ,0 0 0 ,0 0 0  00 
3 6 ,7 1 0 ,6 7 9  02 4 1 ,2 7 3 ,0 3 7  15
$ 5 5 ,0 0 0 ,0 0 0  00 
7 7 ,9 8 3 ,7 1 6  17
U nderestim ate $ 6 ,7 1 0 ,6 7 9  02 $ 1 6 ,2 7 3 ,0 3 7  15 $ 2 2 ,9 8 3 ,7 1 6  17
P ercen t of Paym ents to Estim ate 122.3% 165.1% 141.8%
P eriod  -  D ecem ber 1, 1952 to June 30 , 1953
Incom e Tax
B u sin ess
Corporation
Tax Total
C o m m ission er's  E stim ates $ 3 3 ,0 0 0 ,0 0 0  00 $ 3 3 ,0 0 0 ,0 0 0  00 $ 6 6 ,0 0 0 ,0 0 0  00
Paym ents to C ities and Towns to 
June 30, 1953
B alan ce Not D istributed June 30 , 1953
$ 3 3 ,0 0 0 ,0 0 0  00 $31, 50 0 ,0 0 0  00 $ 6 4 ,5 0 0 ,0 0 0  00 
8 ,2 6 6 ,4 8 7  47 29 3 ,4 7 3  48 8 ,5 5 9 ,9 6 0  95
Total $ 4 1 ,2 6 6 ,4 8 7  47 $ 3 1 ,7 9 3 ,4 7 3  48 $ 7 3 ,0 5 9 ,9 6 0  95
P ercen t of Paym ents and Undistributed 
B alan ce to E stim ate 125.0% 96.3% 110.7%
Income Tax V erification  N otices: A total of 1 ,2 2 5  verification  notices w ere m ailed 
to confirm  the Accounts R eceivable ba lan ces unpaid on November 30, 1952 and rem aining 
unpaid on Ju ly 1, 1953 of which 322 w ere returned by the P ost O ffice as being unable to 
d eliv er.
Incom e Tax A sse ssm en ts : P r io r  to 1946 a ssessm e n t w arran ts w ere prepared in the 
A ssessin g  Section of the Incom e Tax Division and sent to the C o lle c to r 's  O ffice , together 
with the individual taxp ayers' b il ls . The b ills  w ere entered on the ledger card s and then 
m ailed  by the C o lle c to r 's  O ffice . Beginning with the 1946 incom e tax y e a r , the p rep ara­
tion of w arran ts in the A ssessin g  Section was discontinued except fo r  additional a s s e s s ­
m ents on unpaid accounts p rio r to 1946, and the a ssessm e n ts  w ere establish ed  in the Col­
le c to r 's  O ffice (su b ject to v erification ) from  the taxp ayers' return coupons in those ca se s  
w here the taxp ayers' enclosed fu ll o r  p artia l payments with the tax return.
Under the p resen t arrang em en t, the coupons a re  p rocessed  so that cu rren cy  m ay be 
ex tracted , a re  sorted , and then sen t to the nineteen ledger c le rk s , who lis t  on w arrants 
the amounts se t up as a sse ssm e n ts , which a re  su b ject to late verification . T hese w ar­
rants a re  entered in so -ca lle d  m a ste r  books, and in subcontrol led gers . In ord er to 
estab lish  an approxim ate record  of accounts rece iv ab le  in the departm ent financial report 
as of June 30 , the incom e tax and corporation  tax assessm e n ts  a re  anticipated and e s t i ­
m ated amounts a re  entered in the control led g ers . T hese figu res a re  accordingly ad­
ju sted  at the tim e of the certifica tio n  of the total assessm e n ts  of the bu sin ess corporation  
e x c ise  tax e s  in Septem ber of each y e ar. At the tim e of the establishm ent of the incom e 
tax a ssessm e n t su b ject to final v erifica tio n , on Septem ber 1 of each y e ar, th ese taxes
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a re  also  properly adjusted.
Chapter 816 of the A cts of 1950 provided that incom e taxes and bu sin ess corporation  
taxes would be payable in th eir  entirety at the tim e of the filing of the tax retu rns,
M arch 1 fo r incom e taxes and A pril 10 fo r corporation ta x e s . This chap ter was, how­
ev er, amended by Chapter 750 of the A cts of 1951 which provided that individual incom e 
tax returns becom e due and payable in full on A pril 15 fo r  the tax y e a rs  through 1953.
In ca se s  where incom e tax returns a re  rece iv ed  without rem ittan ces, the returns 
a re  segregated  and sent to the a sse ss in g  division which subsequently and p rio r to June 15 
sends assessm en t w arran ts on such ca s e s  to the C o lle c to r 's  O ffice , together with any 
additional assessm e n ts  resulting from  review s of the resp ectiv e tax retu rns.
It was understood that the reason fo r the change in the system  was occasioned by the 
inability of the A ssessin g  Section to get the assessm e n t w arran ts and the taxp ayers' b ills  
to the C o llec to r 's  O ffice by Septem ber 1, the date the b ills  w ere apparently required to 
be m ailed.
However, re g ard less  of the reason s, it is  fundamental from  the point of view of ade­
quate internal control that the a ssessm e n ts  should not be establish ed  in the sam e section  
where they will u ltim ately be co llected , because under the p resent arrangem ent it is  im ­
possible to get a sa tisfacto ry  independent v erification  of the a ssessm e n ts  as a b a sis  of 
audit.
Annual T ra n sfe r  of $1 , 5 0 0 ,0 0 0 .0 0  from  Income Tax C ollection to G eneral Revenue: 
Previous audit rep orts have stated :
"It  was noted that beginning with the 1935 year and through the 1951 
y ear the sum of $1, 5 0 0 ,0 0 0 .0 0  of incom e tax co llection s w ere paid over 
to the State T re a su re r  from  Public S erv ice  Tax rece ip ts and was credited 
to the general revenue of the Commonwealth. This tra n s fe r  of tax c o lle c ­
tions to general revenue was made under the provisions of Chapters 307 
and 357 of the A cts of 1933.
"In  this connection Section 9 of Chapter 307 of the A cts of 1933 d is­
continued the incom e tax exemptions provided in the last clau se of 
Section 1 (b) of Chapter 62 of the T ercen ten ary  Edition of the G eneral Law s, 
which reads in part as follow s:
' . . . a n d  except such foreign corporations as a re  su b ject to a 
tax upon th eir  fran ch ises payable to the commonwealth under 
section  fifty -e igh t of chapter s ix ty - th r e e . '
" I t  was fu rth er understood that the amount of $1, 5 0 0 ,0 0 0 .0 0  was based 
on the amount of taxes paid p rio r to the 1933 year by a certa in  foreign te le ­
phone corporation whose dividends becam e taxable on the passage of 
Chapter 307 of the A cts of 1933, which act was passed a fte r  the foreign 
telephone company in question discontinued the payment of a fran ch ise  t a x . "
It was noted that the $1, 5 0 0 ,0 0 0 .0 0  tra n s fe r  herein  d escribed  was in creased  to 
$ 2 ,5 0 0 ,0 0 0 .0 0  annually in accordan ce with le tte rs  dated O ctober 31 , 1951 and Novem­
b er 5, 1951 from  the C om m ission er of C orporations and Taxation to the State C om ptrol­
le r ,  copies of which follow:
COPY
The Commonwealth of M assachusetts 
Departm ent of C orporations and Taxation 
Division of C ollections 
40 Court S tre e t, Boston 8
Henry F . Long Ja m e s  W. Hennigan
C om m issioner D irecto r
O ctober 31, 1951
To:
Fred  A. Moncewicz, Com ptroller 
Com m ission on A dm inistration and Finance 
State House, Boston
You a re  respectfu lly  requested to tra n s fe r  from  Agency Fund Incom e T a x es , account
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number 6 9 4 0 -1 4 -0 1 -3 7 . to G eneral Fund Public Serv ice  T a x es , account number 2713-09- 
0 1 -4 0 , the sum of $ 1 ,0 0 0 ,0 0 0 .0 0 .
Respectfully subm itted,
C om m issioner of C orporations 
and Taxation
COPY
The Commonwealth of M assachusetts 
D epartm ent of C orporations and Taxation 
D ivision of C ollections 
40 Court S tree t, Boston 8
Henry F . Long Ja m es W. Hennigan
C om m ission er D irecto r
November 5, 1951
F red  A. M oncew icz, C om ptroller 
C om m ission  on A dm inistration and Finance 
State House, Boston
A ttention: John A. Ronan, Deputy C om ptroller 
D ear S ir :
P erm it m e to acknowledge your le tte r  of O ctober 31, in which you ask  the purpose of 
$ 1 ,0 0 0 ,0 0 0 .0 0  from  the Incom e Tax Fund and request proper re feren ce  fo r accom p lish ­
m ent of the tra n s fe r .
That p h rase of Section  18, Chapter 58 of the G en eral Laws controlling distribution  of 
Incom e Taxes which reads "a f te r  deducting.......... a fu rth er sum determ ined by the com ­
m iss io n e r  to be the equivalent of the tax derived from  dividends of such foreign  co rp o ra ­
tions as a r e  su b ject to tax upon th e ir  fran ch ises  payable to the commonwealth under s e c ­
tion fifty -e ig h t of chapter s ix ty - th r e e . . "  is  the determ ining fac to r of the tra n s fe r  to be 
m ade. As C om m ission er I have determ ined the sum of $2, 5 0 0 ,0 0 0 .0 0  the amount to be 
retained by the Commonwealth as outlined above, before  distribution to c itie s  and towns 
of taxes on incom es under Chapter 62 in accord an ce with provisions of said  Section 18 of 
Chapter 58 of the G eneral Law s.
Since by d irect allocation  of incom e tax co llection s to account num ber 2700-103  of 
the G en eral Fund during M arch and A pril o f 1951, I retained  $1, 5 0 0 ,0 0 0 .0 0  fo r the Com­
monwealth on this account, it m ay be understood that the certifica tio n  of this tra n s fe r  of 
$ 1 ,0 0 0 ,0 0 0 .0 0  from  the Incom e Tax Fund to the G en eral Fund is  to com plete the amount 
of 1951 Tax on incom es to be retained by the Commonwealth under provisions of S e c ­
tion 18 of Chapter 58 as outlined above.
Cordially you rs,
C om m ission er of Corporations 
and Taxation
Due Date of Incom e Tax R eturn s: In connection with the Incom e Tax Returns appli­
cab le  to incom e received  during the y ear ending D ecem ber 31 , 1952 by Individuals, P a r t­
n ersh ip s and F id u cia r ies , the C o m m ission er of C orporations and Taxation issued n otices 
which read in p art, a s  follow s:
"1 .  F ile  your return in January on the form  bearing your sten ciled  name 
and a d d re s s ."
T his notice would appear to indicate that the tax retu rns indicated w ere due in Ja n ­
uary 1953. Actually th ese returns w ere authorized to be filed on o r b efore  A pril 15,
1953 by Chapter 623 of the A cts of 1952 which read s, as follow s:
"SECTIO N  1. Chapter 816 of the a c ts  of 1950 is  hereby amended by 
strik in g  out section  3A, in serted  by section  2 of chap ter 750 of the a c ts  of 
1951, and insertu ig  in p lace th ereof the follow ing:- Section 3A. Returns 
relating to the incom e rece iv ed  during the y ear ending on D ecem ber th irty -
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’’f i r s t ,  nineteen hundred and fifty-tw o, and required to be filed on or before 
M arch f ir s t  under the provisions of section  tw enty-four of chapter sixty-tw o 
of the G eneral Laws sh all be filed on or before A pril fifteenth in the year 
nineteen hundred and fifty -th ree , notwithstanding the provisions of said  sec  
tion tw enty-four of said chapter sixty -tw o. So much of said  tax as is  not 
paid at its  due date sh all bear in terest from  said  date at the ra te  of one half 
of one per cent per month, or m ajor fraction  th ereof, until it is  paid............"
It is  suggested that the D epartm ent issu e n otices to taxpayers which a re  not m is ­
leading.
In terest Paid and R eceived: At the p resen t tim e in terest is  co llected  on overdue 
accounts at the rate of 6 % per annum, and is  paid on amounts refunded at the sam e rate . 
Inasmuch as the prevailing bank in terest ra te  is  substantially  low er than this amount, it 
is  suggested that steps be taken to reduce this rate to one that is  m ore consisten t with 
that which obtains in industry. vVith the p resen t ra tes  rem aining in e ffec t, it is  con ceiv­
able that concerns might deliberate ly  overpay th eir  taxes in substantial sum s knowing 
that at som e la te r  date they would rece iv e  proper refunds together with in terest in 
amounts which could not be rea lized  on ordinary investm ents.
During the cu rren t audit period se v e ra l larg e abatem ents w ere made of corp orate 
taxes. F o r purposes of illu stration , the following exam ples a re  showm of individual 
amounts of the orig in al taxes together with the resp ectiv e  in terest abatem ents:
Tax Y ear Tax Abated In terest Total
1942 $1 1 ,8 8 7  07 $7 ,2 3 3  28 $ 1 9 ,1 2 0  35
1943 1 2 ,5 2 0  0 2 6 ,8 6 9  32 19 ,3 8 9  34
1944 1 0 ,5 1 8  76 5 ,2 5 5  87 15 ,7 7 4  63
1947 1 2 ,2 4 8  05 3 ,6 0 0  92 15 ,848  97
1948 3 3 ,3 8 8  25 7 ,1 6 1  78 40, 550 03
1948 1 0 ,7 0 2  52 2 ,0 9 9  48 12 ,8 0 2  0 0
Abatem ents of C igarette E x cise  T axes : The com m ission er has g rea t d iscre tio n ary  
powers in making abatem ents and refunds of c ig a re tte  e x c ise  taxes as provided by S e c ­
tion 6  of Chapter 64C of the G eneral Laws:
”. . . .  An abatem ent o r  refund of the e x c ise  provided by this chapter may 
be made by the com m ission er for such cau ses as the com m ission er may 
deem expedient. The com m ission er shall certify  said  amount to the 
com p tro ller and the sta te  tr e a su re r  sh all pay said amount without any 
appropriation th erefo r by the general cou rt, out of the proceeds of such 
e x c is e . . "
Abatem ents a re  made to cover taxp ayer's  lo ss  of e x c ise  through bad accounts, loss 
of e x c ise  through th efts, and for oth er co sts  incurred in the co llection  of the e x c ise  tax. 
Abatements a re  initiated at the requ est of the licen see  through the medium of an "A ppli­
cation fo r Abatem ent”. The amount of abatem ent generally  is  determ ined by the D ivi­
sion D irec to r based on the amount of tax co llection s and conditions known about the 
licen see . All such abatem ents a re  then subm itted fo r the approval of the com m ission er 
before becom ing o ffic ia l. F o r the year ended November , 0 ,  1952 the total co llections 
from  cig a re tte  e x c ise  taxes was $ 2 7 ,8 3 7 ,3 4 9 .3 3 . The total abatem ents fo r the sam e 
period amounted to $ 4 3 4 ,7 1 2 .0 5 , and rep resen ts 1. 56% of the tax co lle ctio n s. Other 
New England sta tes  co lle ct this e x c ise  through the stam p tax method. They allow a p e r­
centage of the face  value of stam ps sold to cover such taxp ayers' lo sse s  and expenses. 
The amount of allow ance v aries  from  sta te  to sta te  from  3 1/2%  to 5%. All taxpayers 
within a sta te  a re  allowed the sam e fixed rate .
M assach u setts does not employ the stam p tax method of co llecting  this tax. Instead, 
taxpayers a re  required to file  monthly inform ation rep orts which a re  accom panied by a 
payment for the tax on sa le s  fo r the p articu lar month. A batem ents, however, a re  ap­
plied fo r by application of the lice n se e  and may include a period of one o r m ore y e a rs . 
This method has m erit in that it is  apparently le s s  costly  than the stam p tax method. 
T here a re , however, certa in  featu res that a re  open to c r it ic is m . The m ere  fact that an 
application fo r abatem ent may be denied altogether o r that one lice n se e  may be awarded 
a relatively  la rg e r  abatem ent than another affords som e idea of the control that the com ­
m issio n er may e x e rc ise . It is  suggested that possibly such wide d iscre tio n ary  power 
and control over concerns is  not n ecessa ry .
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A lcoholic B ev erag es E x c ise : A p rio r audit rep ort stated that on June 30 , 1952 a 
balance of $ 1 7 9 ,2 3 8 . 57 was due from  a bankrupt m anufacturer fo r alcoholic beverage 
e x c ise  ta x e s . On th is account $ 2 9 ,6 3 2 . 54 has sin ce been applied and represented  pay­
m ents rece iv ed  from  insurance com panies which had provided bonds fo r that concern.
The outstanding balance on June 30 , 1953 was $ 1 4 9 ,6 0 6 .0 3 . A portion of th is amount may 
possibly be recov ered  by liquidation of the com pany's a sse ts  through bankruptcy p roceed ­
ings. It is estim ated , how ever, that the resulting lo ss  of e x c ise  tax revenue from  this 
account w ill be in e x ce ss  of $ 1 0 0 , 0 0 0 . 0 0 .
M eals E x cise  T ax ; The total amount due fo r m eals e x c ise  taxes re flected  on the 
re co rd s in the C ollection s D ivision was $ 1 7 6 ,8 7 8 .7 2  as of November 30 , 1952. Of this 
amount $ 1 3 0 ,6 7 3 .7 4  was due from  33 taxp ayers whose accounts indicate ba lan ces in ex ­
c e s s  of $ 1 ,0 0 0 . 00 each. Some of the la rg e r  individual balances a re  listed  below:
T axpayer A 
Taxpayer B 
Taxpayer C 
Taxpayer D 
Taxpayer E 
Taxpayer F 
Taxpayer G 
Taxpayer H
$ 2 5 ,1 2 9  51 
2 0 ,9 2 1  17
12, 594 42 (In Bankruptcy) 
6 ,1 1 4  99 
4 ,8 1 8  56 
4 ,3 5 8  56 
4 ,2 7 9  63 
4 ,1 4 8  77
Section 6  of Chapter 64B of the G en eral Laws p erm its the com m ission er to requ ire 
bonding of taxp ayers:
" .......... Any taxpayer sh all file  with the co m m issio n er, if so required by
him at any tim e, a bond, running to the commonwealth, in a penal sum 
determ ined, and in a form  approved, by the co m m issio n er, executed by 
such taxpayer and by a su rety  company authorized to do bu sin ess in the 
commonwealth as su rety , and conditioned upon the payment of any e x c ise  
o r  penalties due o r which may becom e due from  such taxpayer under this 
c h a p te r ."
Although such bonds have been required and furnished in the past by a few taxp ayers 
th ere  appears to be no taxp ayers' bonds in e ffec t at the p resen t tim e.
It is  suggested that the com m ission er take advantage of th is statute to indemnify the 
commonwealth against lo ss  of revenue from  th is so u rce , by requiring certa in  taxpayers 
to furnish  such a bond.
Accounts with Attorney G eneral fo r C ollection : B ecau se  the D irec to r of T axes in 
th is D epartm ent now has authority, in a ll types of taxes except Inheritance T a x es , to 
issu e  demands and w arran ts fo r the co llection  of ta x e s , the only types of taxes now with 
the A ttorney G en eral fo r  co llection  a re  Inh eritan ce Tax c a s e s .
The re co rd s in the O ffice of the C o llecto r showed that as of November 30 , 1952 th ere 
w ere 235 Inh eritan ce Tax ca s e s  totaling $51, 179. 47 with the Attorney G eneral fo r  c o lle c ­
tion. An effort was made to check these ca se s  with the reco rd s in the O ffice of the A ttor­
ney G en eral, and 189 of th ese accounts could not be located . A lis t  of th ese la tte r  ca se s  
was given to the C o lle c to r 's  O ffice with the suggestion that they be resubm itted.
At p resen t the accounts with the A ttorney G eneral fo r co llection  a re  not segregated  
but a r e  included with the active accounts re ce iv ab le . It is  suggested that they be r e ­
moved from  the active section  of the led ger and placed in a suspense section  as required 
by in stru ction s in the C o m p tro lle r's  Accounting Manual on page 49.
An an aly sis  of those ca se s  shown by the reco rd s in the C o lle c to r 's  O ffice as being 
with the Attorney G eneral follow s:
Y ear Number of C ases B alan ces
1945 5 $ 431 00
1944 9 1 ,0 3 4  45
1943 2 0 2 ,4 1 1  19
1942 17 2 ,2 2 4  97
1941 17 2 ,3 9 4  66
1940 13 3 ,7 9 7  79
1939 12 4, 904 64
1938 11 1 ,8 0 5  37
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1937 10 $ 3 ,8 4 9  44
1936 6 1 ,5 1 1  10
1935 6 1 ,007  57
1934 8 1 ,0 5 0  95
1933 11 3 ,3 9 5  40
1932 11 2 ,3 5 1  51
1931 15 3 ,5 6 0  50
1930 13 5, 547 23
1929 8 1 ,0 1 1  19
1928 3 1 ,9 4 8  70
1927 10 1 ,5 9 2  90
1926 9 1 ,2 4 0  82
1925 8 2 ,7 8 1  45
1924 5 411 47
1923 5 544 39
1921 2 50 23
1912 1 320 55
Total 235 $51 , 179 47
Inheritance T axes -  A ctive Accounts R eceivab le : The active accounts rece iv ab le  
w ere aged as of November 30 , 1952. This an aly sis follow s:
D ebits C redits
Number Number
Y ear of C ases B alan ce of C ases Balance
1952 391 $ 3 20 ,123  54 39 $ 1 0 ,2 0 7  04
1951 2 1 0 8 4 ,3 2 1  97 23 10 ,247  83
1950 147 6 1 ,3 8 1  0 0 2 0 7 ,3 0 8  12
1949 109 3 7 ,9 5 1  48 4 7 16
1948 1 0 2 2 8 ,9 6 4  00 4 913 90
1947 90 1 8 ,072  36 2 8 ,4 4 9  67
1946 59 1 8 ,567  84 - -
1945 41 2 5 ,7 5 4  44 1 9 ,6 6 0  11
1944 32 4 ,8 3 1  81 - -
1943 38 8 , 164 07 - -
1942 30 4 ,7 4 6  67 - -
1941 23 4 ,4 9 1  41 - -
1940 22 5 ,8 5 6  08 1 5 50
1939 27 10, 167 01 - -
1938 and o lder 173 5 2 ,0 1 0  30 1 18 27
1 ,4 9 4 $ 685 ,403  98 95 $4 6 ,8 1 7  60
It is  suggested that these accounts be reviewed and those on which the Departm ent has 
exhausted a ll m eans of co llection  be re fe rre d  to the Attorney G eneral for disposition.
R em ittances in payment of Inheritance T axes a re  receiv ed  in the f ir s t  instance by the 
Inheritance Tax Division and la te r  transm itted  to the C o lle c to r 's  O ffice. Apparently, on 
occasion  th ere is  a consid erable delay in forwarding the rem ittan ces because they a re  not 
sent to the C o lle c to r 's  O ffice until a ll computations have been com pleted. It is  suggested 
that som e method be provided so that a ll rem ittan ces w ill be sent to the C o llec to r 's  Of­
fic e  promptly.
Abatements -  M iscellaneou s T a x es : Attention again is  called  to the fact that in each 
of the last eight tax y e a rs , which have been audited, abatem ents of M iscellaneous Taxes 
totaled in ex cess  of $ 5 ,0 0 0 ,0 0 0 .0 0 .  In this connection the following is  shown:
Twelve Months Ended A ssessm en ts Abatements P e r  C
November 30 , 1945 $ 9 7 ,6 8 5 ,2 5 7  80 $ 5, 571, 129 81 5 .7
1946 1 3 5 ,2 6 1 , 675 82 6 ,4 9 5 ,4 4 6  50 4 .7
1947 1 4 0 ,3 2 6 ,7 4 4  14 5 ,0 7 7 ,9 7 3  03 3 .6
1948 1 6 9 ,0 5 0 ,7 5 3  77 6 ,4 0 7 ,3 2 4  23 3 .8
1949 1 7 2 ,2 3 9 ,0 9 6  62 9 ,9 0 7 ,3 7 9  11 5 .8
1950 1 7 6 ,6 9 2 ,2 7 3  68 1 0 ,5 7 6 ,8 3 6  40 5 .9
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November 30, 1951 $ 1 9 9 ,6 1 9 ,2 0 8  49 $ 7 ,6 9 3 ,0 6 7  75 3 .9
1952 2 2 0 ,1 2 3 , 147 76 5 ,6 0 7 ,9 2 4  45 2 .5
B ecau se of the fact that statu tes sp ecifica lly  preclude any exam ination of the individ­
ual abatem ent applications, the to tals in the foregoing statem ent have been accepted with­
out verification  fo r this purpose.
It is  understood that th ese abatem ents have been allowed through se v era l channels, 
e. g . , the Appellate Tax B oard , the various co u rts , the C om m issioner of Corporations 
and Taxation an d /or at the suggestion of the D irec to rs  of any one of the se v era l divisions 
within the D epartm ent.
It is  a lso  believed that a la rg e  percentage of th ese item s have been occasioned by the 
system  which p erm its a rb itra ry  assessm e n ts  under certa in  conditions. In th is connec­
tion it can only be presum ed, sin ce  post audit is forbidden, that the sev era l safeguards 
norm ally provided by a good system  of in ternal contro l have been properly exerc ised .
Old Age A ssistan ce  Paym ent: The previous audit report stated :
’’Attention is  d irected  to the following item contained in Chapter 310 of 
the A cts of 1952:
'3 6 0 1 -3 0  — Notwithstanding the provisions of section  ten of 
chap ter six ty -fo u r B of the G eneral Laws regulating payments 
from  re ce ip ts  under said  chap ter to c it ie s  and towns, h ere to ­
fo re  made without appropriation, a sum not exceeding one m il­
lion nine hundred and fifty thousand d o llars is  hereby appropri­
ated from  the Old Age A ssistan ce  Fund fo r  such paym ents, and 
the total amounts to be paid by the sta te  tr e a s u re r  on o r  before  
November tw entieth, nineteen hundred and fifty-tw o, from  the 
sum herein  appropriated, sh all be not le s s  than one m illion 
d o l la r s ..................................................................................$1, 9 5 0 ,0 0 0 . 0 0 . ’
"D esp ite  the mandatory provisions of this sectio n , the m illion d o llars 
ord ered  to be paid to the c itie s  and towns on November 20, 1952 was not paid 
by the C o m m iss io n er ."
It was noted in this connection that $ 1 ,0 0 0 ,0 0 0 .0 0  was distributed to the c itie s  and 
towns on D ecem ber 20 , 1952 and $ 9 5 0 ,0 0 0 .0 0  to the c itie s  and towns on A pril 22 , 1953.
C ollection Division -  W arrants C ollected : F o r the twelve month period ended No­
vem ber 30 , 1952, co llection s from  th ese so u rces  totaling $ 6 8 4 ,3 6 3 . 19 w ere made on the 
b a s is  of 7 ,2 5 8  ca se s  as follow s:
T axes $ 6 6 5 ,9 5 7 7 9
In tere st 14 ,622  95
Cost 3 ,7 8 2  45
$ 684 ,363  19
Rents P aid : The following rep rese n ts  the lengths of the le a se s  and the annual rents 
fo r  the p re m ise s  used by this Departm ent in Boston:
Location Term Expiration Date Annual Rental
40 Court S tree t 3 Y ears June 30, 1954 $ 1 0 0 ,7 0 5  00
40 Court S tre e t, Option to Renew 2 Y ea rs June 30, 1956 11 2 ,7 8 9  60
42 Court S tree t Basem ent 5 Y e a rs June 30, 1956 3 ,0 0 0  00
Bowdoin Square Garage 5 Y ea rs Sept. 1, 1955 16 ,4 0 0  0 0
18 Trem ont S tree t 5 Y ea rs July 1, 1958 4 0 ,1 6 2  44
Weekly T im e R ecord s: It was noted in four of the divisions within th is Departm ent 
that incom plete inform ation is  given to the pay ro ll section  with re sp ect p articu larly  to 
the daily tim e and work re p o rts . B ecau se of the absen ce of com plete re co rd s, it is  im ­
p ossib le to m aintain accu ra te  vacation and s ick  leave reco rd s as is  required by Section 7 
of Chapter 7 of the T ercen ten ary  Edition of the G eneral Law s, as amended.
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G en eral: The past sev era l audit rep orts of this institution have indicated that the 
reg u lar exam inations, which have been perform ed by this D epartm ent, have been ham ­
pered and u n n ecessarily  delayed because of the shortcom ings in the m aintenance of its  
accounts and re co rd s. T hese conditions have, on sev era l previous occasion s been 
brought to the attention of a ll who a re  concerned and should be in terested  in the a ffa irs  of 
this institution. Norm ally som e im provem ents should have been shown in th ese re sp e c ts , 
yet in connection with the current exam ination, the conditions noted in p rio r y ears appear 
to have degenerated to such a point that the reco rd s fo r the m ost part m ay be d escribed  
as being in a chaotic condition. As a resu lt it has rendered the routine com pletion of this 
audit definitely im possible and p ractica lly  a ll of the tim e consumed for this p resen t exam ­
ination was worked in a vain attem pt to a scerta in  by construction  what the various account 
balances w ere or should have been. As exam ples of the difficult conditions which w ere 
noted the following is  shown:
1. The G eneral Ledger was two months delinquent in posting.
2. The Accounts R eceivable Ledger had been posted only through May 1953,
rendering it im possib le to determ ine from  that record  a tr ia l  balance 
of Accounts R eceivable as of the date of audit.
3. Many en tries in the State Cash Book had been defaced o r  o b literated .
4. No tr ia l balance of the P atien ts' Funds had been taken by the Institu ­
tion fo r m ore than two y e a rs . The only tr ia l balances of the P a tien ts’
Funds taken during this period have been those com piled by the 
Departm ent of the Auditor in connection with routine audits.
5. R ecords of the Community Store w ere in such condition that it was m ore
than two months before  the physical inventory as of Ju ly  1, 1953 
could be recon ciled  with the book inventory.
6 . R ecords were not properly filed  and in se v era l instan ces it was im pos­
s ib le  to have them available fo r audit.
7 . Voided sa le s  slip s w ere not filed  with the duplicates. This is  a poor
accounting procedure and re fle c ts  on the internal accounting control 
routines of this institution.
8 . Account balances in the monthly financial rep orts w ere not in agreem ent
as reported in the resp ectiv e pages of th ese rep o rts .
9. Funds of D eceased and D ischarged P atien ts w ere transm itted  to the
State T re a s u re r  as incom e and not as tru st funds. This money 
rep resen ts the balances of the patients’ m onies a fte r  proper charges 
for board had been deducted.
10. The monthly financial report and the G eneral Ledger showed d ifferent
balan ces from  that of the C o m p tro lle r's  Bureau in the Special Appro­
priations Account as of June 30 , 1953.
11. F isc a l year 1952 advance money was not returned to the State T re a s u re r
until January 1953. This money should have been returned on June 30,
1952.
12. An item of $ 3 4 ,3 8 0 . 89 was posted in the State Cash Book a fte r  the State
Cash Book had been closed  in connection with the previous audit.
13. Sundry amounts of cash  received  during the audit period w ere deposited
in the bank account but no com parable en tr ies  w ere made in the Cash 
Book.
14. Several checks outstanding fo r m ore than one year w ere not voided.
T hese checks include many which have been outstanding fo r m ore than 
seven y e a rs .
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15. Cash of the various Institution funds have been interm ingled and con­
fused in sev era l in stan ces.
16. The sa le s  slip s and the recording of incom e a re  im properly handled.
Balancing of Cash: The following schedule indicates the varian ces noted in connec­
tion with the balancing of the sev era l cash accounts as of the date of audit July 1, 1953:
Account Shortages O verages
Stace 
P atien ts 
P ost O ffice Box 
L ocker Key
Net Shortages
$141 19 
118 94 
14 14
- $ 29 27
$274 27 $ 29 27
-  245 00
$274 27 $274 27
Outstanding C hecks: Attention is  again d irected  to the fact that th ere  w ere s t il l  out­
standing in the various bank accou nts, checks which had been outstanding fo r a period in 
e x ce ss  of one year. In this connection the C om ptroller’ s  Bureau Accounting Manual on 
page 58, paragraph H s ta te s :
" Fund R eceip ts -  Unpaid Checks -  A spending agency m ust stop pay­
ment on a ll checks (except those issued fo r s a la r ie s  o r wages) which have 
been issued payable from the Com m onw ealth's funds and have not been 
cashed by the payee within one year from  the date of th eir  issu e . These 
amounts must be paid into the State T reasu ry  to be cred ited  to the Unpaid 
Check Fund. In the ca se  of checks issued on account of s a la r ie s  o r w ages, 
payment m ust be stopped th ree months a fte r  the date of is s u e ."
It is  th erefore  again suggested that the checks be disposed of in accord an ce with the 
foregoing.
State C ash: It was noted that the sta te  cash  balance was reflected  as of Ju ly 1, 1953 
in th ree  different am ounts, as follow s:
Cash on Hand and in Bank 
B alan ce per Cash Book 
B alan ce per G eneral Ledger
$ 1 4 ,5 3 5  64 
14 ,6 7 6  83 
15 ,0 7 6  6 8
T hese am ounts, of co u rse  should have been in agreem en t. The d ifference between 
the Cash Book and the G eneral Ledger of $400. 15 was caused by Jou rn al en tr ies  which 
had not been recorded in the Cash Book. The Jou rn al entry was made in e r r o r  and it 
should be adjusted as the sam e item  was subsequently recorded in the G eneral Ledger 
Cash account through a d irect cash  book posting.
The cash  shortage found on the date of audit was $141. 19 as was indicated e a r lie r  in 
th is report. The cash  shortage on the date of the previous audit was $ 4 0 9 .0 5  indicating 
that in a period of approxim ately seven and one half months it had been reduced by 
$267. 8 6 . In an effort to ascerta in  the cause fo r  this varian ce , it was noted that this 
amount had been deposited in the bank in e x ce ss  of that which was recorded as re ce ip ts  in 
the sta te  cash  book.
An attem pt was also  made to identify the dates when the bank deposits d iffered from  
the recorded rece ip ts in the cash  book. In th is connection it was im m ediately apparent 
that the cash book re ce ip ts  and the bank deposits had absolutely no relation  to each other. 
It a lso  becam e obvious in th is connection that patients' money and State incom e funds were 
confused and interm ingled . P atien ts ' money was frequently deposited in the State bank 
account and on many occasion s State cash  was used fo r patients' fund purposes without 
making the n ecessary  identifying e n tr ie s . B ecau se of this flagrant d isreg ard  fo r proper 
record  keeping the State cash  account as well as the patients' cash  account finally reached 
th eir  p resen t conditions and any attem pt to com pletely identify the c o rre c t  re ce ip ts  and 
deposits of th ese accounts would be a com pletely wasted effort.
A determ ined effort m ust be made to take im m ediate step s to curb th ese p ra c tice s .
It was also  noted that in the p ro cess of closing the various cash  books the item s d es­
ignated as "c a sh  on hand" appeared only as a balancing figu re and did not rep resen t the
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actual count of the cash  on hand. This p rac tice  cannot be condoned and should cea se  
forthwith.
In fu rth er connection with this m atter attention is  d irected  to the fac t that the sched­
u les which a re  appended to this rep ort with re sp ect to re ce ip ts  and disbu rsem en ts of 
cash  rep resen t the cash  books as m aintained by the institution a fte r  taking into co n sid er­
ation the sev era l adjustm ents which were developed during the cou rse of th is examination,
Checks and Cash Found in the T re a s u re r 's  O ffice : Attention is  d irected  to the fact 
that on the date of audit th ere  was found in the tr e a s u r e r 's  o ffice  a box containing 37 
checks and $4 2 .1 7  in cu rren cy  which had not been p ro cessed  in the ordinary routine of 
b u sin ess. These checks w ere dated from  1947 to May 29, 1953. The following shows an 
an alysis of the checks and cu rren cy found in th is box:
Checks Number of Checks Amount
Source:
Pay Roll 26 $240 19
Income 1 36
P atien ts ' Funds 1 53 01
Escrow  R etirem ent 9 82 56
37 $376 12
C urrency
Source:
Refunds P r io r  Y ea rs  - Incom e $15 00
P atien ts ' Cash 27 17
$42 17
The methods of handling the en tr ies  fo r the foregoing tran saction s a re  not involved 
and have been m a tters  of routine policy fo r  many y e a rs . It is  suggested that th ese item s 
be disposed of in accord an ce with accepted routines and proced ures im m ediately .
State Cash -  Advance Money: It was noted that the advance money fo r  the 1952 
fis c a l  year was not returned to the State T re a s u re r  until January 1953. This money 
should have been returned to the State T re a s u re r  on o r about June 30 , 1952. It was fu r­
th er noted that the 1953 advance money was not returned until late in August of 1953.
This tard in ess in the returning of advance money by this institution is  decidedly im proper 
and is  obviously the resu lt of inefficient operation. As an in d irect re su lt certa in  finan­
c ia l statem en ts of the Commonwealth as prepared by the C o m p tro lle r's  Bureau a re  in­
c o rre c t  because when advance money is  returned a fte r  its  due date it re su lts  in these 
financial rep orts being overstated  with re sp ect to its  yearly  expenditures -  in the follow ­
ing year the incom e is  correspondingly overstated .
Pay Roll Bank Account R econciliation : In connection with the past se v e ra l audits 
much difficulty has been experienced in attem pting to reco n cile  the pay ro ll bank account. 
Even though this account was fin ally  recon ciled  as of Ju ly  1, 1953, it was accom plished 
only a fter two item s w ere accepted even though they w ere not sa tis fa cto rily  explained. 
These item s w ere designated as "P rev io u s E r r o r s "  in the amount of $4 3 .7 3  and "L o st 
C hecks" in the amount of $109. 98. An organized effort should be im m ediately made to 
identify and adjust th ese item s.
In fu rther connection with th is m atter it was noted that a few of the so -ca lle d  "L o st 
C hecks" w ere found in the tr e a s u r e r 's  o ffice  and have been re fe rre d  to in a previous 
comm ent.
It is  also  suggested that those em ployees who prepare the pay ro ll should also  r e c ­
on cile the pay ro ll bank account so that as e r r o r s  a re  located they can be adjusted im ­
m ediately and not be perm itted to continue indefinitely.
Institution Incom e: B ecau se  the Accounts R eceivable led ger had been posted only 
through the month of May 1953, it was n e ce ssa ry  to ignore it in establish ing the incom e 
charges and cred its  fo r  the audit period.
The an alysis of the sa le s  in the Accounts R eceivable account in the G en eral Ledger 
did not agree with the an alysis of the sa le s  s lip s  fo r  the audit period. Schedule No. Ill, 
the Incom e Statem ent, appended to this rep o rt was prepared from  the Accounts R eceiv ­
able account in the G eneral Ledger. Inasmuch as the b a s is  fo r the en tr ie s  to the G eneral
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Ledger Accounts R eceivable account is  the sa le s  slip s it is  m ost evident that proper c a re  
is  not being ex e rc ised  at th is institution in the co llection  and recording of incom e.
Attention is  a lso  d irected  to the fact that because it was im possib le to identify out­
standing b a lan ces , no effort was m ade in connection with this exam ination to m ail n otices 
requesting confirm ation of ba lan ces due.
Funds of P atien ts D eceased  o r D ischarged over Seven Y e a rs : It was noted that 
funds totaling $885. 32 belonging to deceased o r  discharged patients, which had been on 
hand m o re  than seven y e a rs  had been recorded on the books and was tran sm itted  to the 
State T re a s u re r  as incom e. This amount rep resen ted  the P atien ts' Funds in ex ce ss  of 
ch arg es  m ade fo r  board. It is  suggested that henceforth  such funds be handled in con­
form an ce with Section 2C of Chapter 122 of the T ercen ten ary  Edition of the G en eral Law s, 
as amended, which provides fo r  the disposition of th ese item s.
P atien ts' Funds -  B alan ce of C ash : In balancing the P atien ts ' Funds Cash it was 
noted that a sh ortage of $118. 94 ex isted  in relation  to the patients' cash book balance. It 
was fu rth er noted that one of the bank accounts was o versta ted  by $ 1 3 8 .0 0 . T his la tter 
amount, however, was not consid ered  in the balancing of the cash  in connection with the 
cu rren t exam ination. As a m a tter of inform ation th ere  was a cash  shortage noted in con­
nection  with the previous exam ination in the amount of $188. 67.
P atien ts ' Cash Book E r r o r s :  The following e r r o r s  w ere noted in connection with the 
audit of the P atien ts' Fund Cash Book fo r  the period under audit:
$ 03 overstatem en t of payments at page 79 November 1952
3 00 overstatem en t of re ce ip ts  at page 136 M arch 1953 
40 00 understatem ent of rece ip ts at page 150 A pril 1953 
201 00 understatem ent of paym ents at page 165 May 1953
D eposits of P a tien ts ' Funds: Attention is  d irected  to the fact that the cash  on hand of 
th ese funds as of the date of audit totaled $ 3 2 ,0 1 1 .0 3  and of th is  amount, approxim ately 
$2 1 , 2 0 0 . 0 0  was on deposit in th ree co m m ercia l accounts w here they a re  earning no in­
te re s t . It is  again suggested that step s be taken to deposit o r  invest th ese funds in ex ce ss  
of that amount which is  required fo r norm al working purposes so that in terest may be 
earned.
P atien ts ' T r ia l  B a lan ce : The tr ia l  balance of the individual patients' accounts ex ­
ceeded the cash  book balance in the amount of $539. 84 . In this connection the following 
w ere noted:
1. The tr ia l  balance was taken in connection with this exam ination as
of the c lo se  of bu sin ess June 30 , 1953. T h is operation was 
found to be d ifficu lt because approxim ately 250 withdrawals 
which w ere to have been m ade on Ju ly  3, 1953 had been de­
ducted from  the individual led ger balan ces during the la s t week 
of June, p rio r to the actual d isbu rsem en ts of the cash .
2. The patients’ card s w ere in a s ta te  of confusion. P a rtia lly  used
card s w ere discard ed and the forw arding of balances was not 
com pleted on the new card s.
3. T ran sactio n s recorded in the p atients' cash  book a re  posted to the
individual accounts but the en tr ie s  of the cash  book page num­
b e rs  as re fe re n ce s  w ere not m ade.
4 . In se v era l instan ces re ce ip ts  and disbu rsem en ts w ere recorded as
group to tals in the cash  book. The an aly sis of the individual 
patients concerned was w ritten on a sh eet of paper and attached 
to the sa le s  s lip s . It is  suggested that rece ip ts and d isbu rsem ents 
be recorded in the cash  book fo r each patient.
Accounts with P atien ts no Longer in Institu tion: The accounts with patients w ere a ll 
analyzed and it was noted that approxim ately 48% of the fund balance was in the nam es of 
patients who w ere d eceased , discharged o r escaped. This condition certa in ly  indicates a 
com plete lack of co -op eration  between the d isch arge office  and the tr e a s u r e r 's  o ffice .
The co-ord ination  of th ese two o ffices with re sp ect to this function should be im m ediately 
effected .
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It is  a lso  again recommended that im m ediate steps be taken to return th ese funds to 
th eir  proper ow ners. In instances where th is is  im p ossib le , they should be disposed of 
in accord an ce with existing sta tu tes, etc.
P a tien ts ' Funds B a la n ces : In th is connection it was noted that the reco rd s as con­
stituted indicated th ree different ba lan ces as of Ju ly  1, 1953 fo r  P a tien ts ' Fund Cash on 
Hand. These am ounts, which obviously should have been identical, w ere rep resented  as 
follow s:
P atien ts’ Cash on Hand
P atien ts ' Cash B alan ce per Cash Book
T r ia l  B alan ce  of P a tien ts ' Cards
$ 32 ,011  03 
3 2 ,1 2 9  97 
3 2 ,6 6 9  81
P atien ts' Bank In tere st: It was noted that th ere  was $470. 96 of savings bank in te r­
est on hand as part of the P a tien ts ' Cash b alan ce. It is  again suggested that th is  money 
be tra n s ferred  to the State T re a s u re r  as incom e.
P atien ts' Bankbooks: It was noted that th ere  w ere 26 patients' bankbooks on hand 
for patients who w ere deceased o r had been discharged over a period in ex ce ss  of two 
y e a rs . In this connection Section 2E  of Chapter 295 of the A cts of 1936, as amended, 
provides fo r the proper handling of such item s and it is  suggested again that steps be 
taken to dispose of them in accord an ce with th is statute.
P atien ts' Old Age and Social Secu rity  C h ecks: It is  suggested that the system  fo r 
handling individual patients' Old Age A ssistan ce  and Social Secu rity  checks be improved. 
At the p resen t tim e som e of the funds a re  rece iv ed  d irectly  by the institution while oth ers 
a re  rece iv ed  in Boston at the o ffice  of the State D epartm ent of Public W elfare. C ertain  
of th ese re ce ip ts  a re  recorded in the cash  book of the institution and o th ers in the cash 
book of that D epartm ent. Apparently the amounts to be recorded as institution incom e 
and/or part of the patients' funds is  determ ined by rep resen tativ es of the D epartm ent of 
Public W elfare. It is  obvious that this divided authority in the bookkeeping of the pa­
tien ts ' board is  u n n ecessarily  in trica te , and it is  accordingly suggested that a ll such 
board and patients' money be p rocessed  by this institution so that a ll the n ecessa ry  in­
form ation w ill always be available th ere .
P atien ts' Funds -  G en eral: Attention is  d irected  to the fact that patients' funds in 
the hands of this institution a re  in the nature of tru st funds. B ecau se  of th is , institution 
o ffice rs  and personnel who a re  required to p ro cess  patients' funds a re  fid u c ia r ies . The 
duty owed by fid uciary  personnel is  that of the highest degree of c a re , and it is  evident 
that the duty owed toward th ese funds is  even higher than the great duty of c a re  in the 
handling of the Com m onw ealth's funds.
C ertain ly , based  on the conditions as rep resented  herein , the p rocessin g , handling 
and recording of patients' funds in this institution does not re fle c t such an attitude of due 
c a re , and the control of the funds is m ost inefficien tly  managed. It is  advised that this 
institution adopt at once the attitude of a true fiduciary and take step s to im prove its  s y s ­
tem of handling patients' m onies.
F in ancial R ep orts: In review ing the monthly fin ancial rep orts fo r the period under 
exam ination it was noted that th ere w ere sev era l that included obvious e r r o r s . The fo l­
lowing dem on strates sp e cific  in stan ces of v arian ces in th ese re p o rts :
F in ancial Report Cash
Date Page 7 Page 9
November 30, 1952 $ 8 3 ,0 4 0  70 $ 8 3 ,4 4 0 55
D ecem ber 31, 1952 144 ,363  70 144 ,763 55
January 31, 1953 21 7 ,1 5 7  13 2 1 7 ,5 5 6 98
February 28, 1953 2 2 0 ,2 1 5  72 22 0 ,6 1 5 57
M arch 31, 1953 107 ,262  48 107 ,662 33
April 30, 1953 9 0 ,3 6 9  19 90 ,7 6 9 04
May 31, 1953 5 4 ,321  78 54 ,721 63
June 30, 1953 14 ,6 7 6  83 15 ,076 6 8
These financial rep orts a re  transm itted  to the Departm ent of P ublic W elfare, the 
Budget Bureau and the C o m p tro lle r's  Bu reau . The C o m p tro lle r's  Bureau is  charged with 
the supervision of the bookkeeping system  of the agencies of the Commonwealth and th ere
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was no correspondence on f ile  to indicate that these obvious e r r o r s  in the institu tion 's 
fin ancial rep o rts  had been co rre cted  or c r itic iz e d  by that agency.
In addition to the foregoing the Accounts R eceivable B alan ces showed in certa in  
monthly rep o rts  c red it balances which w ere also  obviously m issta ted  the following:
D ecem ber 1952 $ 3 4 ,5 6 4  34
Jan u ary 1953 6 6 ,1 3 1 2 5
Febru ary  1953 9 6 ,1 3 0  29
Special A ppropriations: B ecau se  of the confused sta te  of the re co rd s ; Schedule 
No. IX , Special A ppropriations, which is  appended to th is report was prepared from  the 
re co rd s in the C o m p tro lle r's  Bu reau . As a m atter of reco rd  the following ind icates the 
varied  balan ces in th is account as of June 30 , 1953 in reco rd s which should a ll be in 
agreem en t.
B alan ce  per C o m p tro lle r 's  R ecord s $ 3 8 5 ,2 4 6  80
B alan ce -  Institu tion 's F in ancial Report June 30 , 1953:
Page 1 3 0 8 ,9 3 0  15
Page 9 390, 275 53
The d ifferen ces indicated by the foregoing should forthwith be identified and adjusted.
Community Store -  Cash Book: It was noted that the cash  book d isbu rsem ents had 
only been posted to June 4 , 1953 and it becam e n e ce ssa ry  to re co n stru ct the d isb u rse­
m ents from  that date to the date of the audit to estab lish  the balance of cash  fo r audit pur­
poses.
The cash  book should be posted cu rren tly  and the cash  should be balanced daily in 
accord an ce with accepted  accounting p ra c tic e s .
As a m a tter of inform ation it was noted on Septem ber 15, 1953 that no en tr ies  had 
been made in the cash  book beyond June 30 , 1953, and a ll item s of re ce ip ts  and d isb u rse­
m ents have been m aintained sin ce  that date in various memorandum re co rd s. It is  th e re ­
fo re  urged that the cash  book be used as the book of o rig in al entry.
Community Store  -  Outstanding C hecks: The previous audit report stated  in this 
connection:
" I t  was noted that th ere  a re  9 checks outstanding in th is account which 
have been outstanding p rio r to the 1949 f is c a l  year. A rrangem ents should 
be made to stop payment on them and add the proceeds to the Community 
Store  F u nd ."
Inasmuch as th is condition p e r s is ts , the foregoing suggestion is  repeated.
Community Store  -  Inventory: A com plete physical inventory of m erch and ise was 
taken on the date of audit. The norm al audit procedure is  to re co n c ile  this physical in­
ventory with a computed book inventory as of the sam e date. This however could not be 
accom plished until.Septem ber 8 , 1953, approxim ately two months a fte r  the physical in­
ventory had been com pleted. The explanation offered  was that the paid b ills  fo r the month 
of Ju ne, had been m isplaced  a fte r  the checks w ere issued and th ere fo re , they could not 
be m arked up in the usual m anner to provide the n e ce ssa ry  inform ation fo r  purposes of 
computing the book inventory. It was n ece ssa ry  to requ est duplicate b ills  from  the sev ­
e r a l  vendors b efore  a book inventory could be estab lish ed  with any degree of accu racy .
A fter com piling the book inventory, a shortage of $ 1 ,0 7 6 .0 0  ( 3 .7 J )  existed  against 
s a le s  fo r the period under exam ination of $ 2 8 ,7 1 4 . 58.
Community Store  -  Paym ents fo r  M erchandise: On a te st b a s is  of one month of the 
paym ents to vendors, two duplicate paym ents totaling $ 7 1 .4 1  w ere noted. The e r r o r s  
w ere made by making paym ents, recording the payment on the delivery slip s and la te r  
making payment when the monthly invoice was receiv ed . G rea te r c a re  should be e x e r ­
c ised  in the payment of invoices and deliv ery  slip s should be attached so that duplicate 
paym ents w ill not be p ossib le.
SO LDIERS' HOME IN CH ELSEA R EP O R T NO. 5 4 -4
Due from  F e d era l G overnm ent: Under Public Law 823 of the 81st C on gress,
$500. 00 per patient per year is  to be made available until June 30, 1956 toward the
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support of patients at this institution. This money is recorded as incom e to the Common­
w ealth 's V eteran s' S erv ice  Fund when notification to that effect is  received  from  the 
State T re a s u re r , to whom a ll checks a re  sent d irectly  by the United S tates T rea su ry . On 
the date of th is audit th ere was due to the Commonwealth $ 7 7 ,1 6 8 . 13 representing the 
amount billed  the United States Government for the Board and c a re  of P atien ts fo r the 
period from  A pril 1, 1953 to June 30, 1953. This money w ill be cred ited  as incom e of 
the 1954 f isca l year as it is  the p ra c tice  not to record  these item s as incom e until the 
money is  actually  received  by the State T re a su re r .
Accounts R eceivab le : Under authority granted by Chapters 501 and 687 of the A cts 
of 1951 and Chapter 296 of the A cts of 1952, the T ru s tees  a re  authorized to en ter into 
certa in  con tracts with hospital s e rv ic e  corp orations and with insurance com panies and 
asso cia tio n s furnishing hospital s e r v ic e s , with re sp ect to hospital s e rv ic e s  for qualified 
veteran s. During the period under audit co llectio n s from  those organizations amounted 
to $ 1 1 6 ,8 2 4 .2 9 .
In connection with this incom e it was noted that no Accounts R eceivable led ger is 
being m aintained. It was again noted that it is  s t i l l  the p rac tice  to reco rd  th is incom e on 
the books only when co llectio n s a re  made.
Patients Receiving A ssistan ce  Under Public Law 149: On M arch 13, 1952, the Board 
of T ru stees authorized the Commandant to co lle ct the d ifference between the patients' 
basic  pension and the allow ance of $ 1 2 9 .0 0  rece iv ed  monthly under Public Law 149. This 
difference, representing c a re  and attendance allow ance, is  allowed for the purpose of 
providing attendance of another person to aid and c a re  fo r the veteran  recip ien t because 
of his condition. The payment of this allow ance to the So ld iers' Home during the patients' 
hospitalization becam e effectiv e in July 1952. One half of the money co llected  from  
patients under this law is  returned to the F ed eral Governm ent.
In fu rth er connection with this m atter it was noted that certa in  Accounts R eceivable 
have been adjusted on the re co rd s. An an aly sis of th ese adjustm ents ind icates that in a ll 
but five instan ces they w ere m ere ly  fo r  adjustm ents of erron eous ch arg es . The rem ain ­
ing five ca se s  appear to have been ch arg e-o ffs  of ba lan ces. As no record  of any authority 
was indicated as having been rece iv ed  from  the Attorney G eneral to charge off th ese a c ­
counts, it is  recom m ended that th ese ch arg es be review ed and they be disposed of in a c ­
cordance with the proced ures outlined in the Accounting Manual of the C om p tro lle r's  
Bureau.
M ateria ls and Supplies: P rev iou s audit rep orts have stated that sh ee ts , pillow ca se s  
and se v era l oth er item s of inventory w ere not being included in the stock  ledger as part 
of the M ateria ls  and Supplies balan ce. It was noted that this arrangem ent has been c o r ­
rected  and these item s a re  now properly ca rr ie d  in the stock  ledger.
It was fu rth er noted that s im ila r  item s purchased fo r the new hospital with Special 
Appropriation funds a re  a lso  controlled  through the stock  led ger in memorandum accounts.
Legacy Fund -  New B equ est: It was noted that a check was received  on Ju ly 2, 1953 
fo r $ 1 ,3 8 5 . 60 from the E state  of W illiam  J .  Jennings, a fo rm er patient, as a bequest to 
the Legacy Fund. This money was authorized to be paid to the So ld iers' Home under 
A rtic le  Two of the la s t will of the deceased.
Canteen: The canteen at this institution is  privately owned and operated . No rent 
is  paid fo r the space occupied by this concession  and no audit was made of its  re co rd s.
In this connection, it was noted that a monthly donation is  being made by the canteen 
operator to the "Donation A ccount" of the institution.
In view of the substantial investm ent made by the Commonwealth in equipping the 
canteen in the new hospital, it is  again suggested that study be made to determ ine whether 
this new canteen sh all be privately operated o r whether a ll p rofits accruing sh all be ex ­
pended fo r  the benefit of patients.
P atien ts' Funds -  D isbu rsem ents: It was noted that certa in  patients do not sign r e ­
ceip ts upon receip t of th eir cash . In se v era l ca se s  only the signatu re of the individual 
who disbursed the cash was evident. It is  recom m ended that a third person, who is  not 
an employee of the disbursing o ffice , countersign a ll re ce ip ts  in a ll instan ces where the 
person receiving the cash  is  unable to do so . This procedure should resu lt in better 
accounting control.
Patien ts' Funds - Monthly T r ia l  B a lan ce : The perm anent reco rd s m aintained for 
the control of patients' deposits a re  on led ger card s . The lo ss  of one of th ese card s
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might cau se consid erable confusion as it would be difficult to rep lace . It is ,  th erefo re , 
recom m ended that a monthly tr ia l  balance of these account card s be also  ca rr ie d  as an 
additional perm anent record .
Donation Fund - Bank In tere st: As recom m ended in previous audit re p o rts , funds 
have been tra n s fe rre d  to d ep ositories where they a re  earning in terest.
D eceased  P atien ts’ Funds: An an aly sis of the P atien ts' Funds balance on the date of 
audit indicated that $4, 9 1 3 .7 5  represented  balan ces of accounts of deceased patients, a ll 
of whom died in 1953. Accounts of patients who died in p rio r y e a rs  have been disposed of.
C igarette  Account: Under an agreem ent between the So ld iers’ Home in M assachu­
se tts  and the Chief of Special S e rv ice s  at the W est Roxbury V eteran s’ A dm inistration 
H ospital, th is institution is  perm itted  to purchase ta x -fre e  c ig a re tte s  from  that v e teran s’ 
hospital to be resold  at a very sm all profit to v e teran s’ organizations fo r fre e  d istrib u ­
tion to patients. Under this plan, the So ld iers ' Home m akes the checks payable d irectly  
to the T re a s u re r  of the United S ta tes . The c ig a re tte s  a re  delivered  to an o ffice r  of the 
institution who a c ts  as custodian and the c ig a re tte s  a re  distributed to the patients in the 
name of the v eteran s ' organization to whom the ta x -fre e  c ig a re tte s  have been sold. This 
sellin g  p rice  at a sm all profit fo r th ese c ig a re tte s  to v e teran s’ organizations is  in acco rd ­
ance with the national policy of V eteran s' A dm inistration H ospitals of providing for lo sses  
resulting from  p ilferag e , breakage and o th er dam ages from  handling.
ST A T E  FARM AT BRID G EW A TER R EP O R T NO. 54-5
Farm  O perations: It was noted that the farm  reported a lo ss  of $ 3 ,2 3 5 .4 2  from 
operations fo r the year 1952, w hereas in 1951 a profit of $ 2 1 ,3 1 1 .3 8  was reported. This 
situation was attributed to in cre a se s  in the cost of labor and m a te r ia ls , a s  w ell as poor 
growing conditions.
P a tien t's  War Savings Bond: R eferen ce was made in the previous audit rep ort to a 
$ 2 5 .0 0  War Savings Bond which belonged to a deceased  patient. Inasmuch as nothing has 
been done in th is regard , it is  again suggested that this m atter be re fe rre d  to the Attorney 
G en eral of the Commonwealth fo r  disposition.
Inm ate's Bankbook: It is  suggested that a bankbook belonging to inm ate No. 26544 be 
sen t to the bank concerned fo r verification  and also  to have the accum ulated in terest 
entered .
LYMAN SCHOOL FO R BO YS R EP O R T NO. 54-6
C ertain  R ecord s Not Being C urrently M aintained: On the date of the cu rren t exam ­
ination, it was noted that certa in  accounts in the g en era l led ger had not been posted sin ce 
Septem ber 1952, consequently no tr ia l  ba lan ces had been taken nor had financial rep orts 
been prepared sin ce  that date. B ecau se  of th is the p ro g ress  of the cu rren t exam ination 
was consid erably  hindered. It i s ,  th ere fo re , recom m ended that arrangem en ts be made to 
keep all reco rd s on a cu rren t b a s is  sin ce  th e ir  value is  im paired otherw ise.
E x cessiv e  Amount of Cash on Hand: In balancing the State cash  on date of audit, 
th ere  was found on hand $6 6 , 225. 10, com p rised  of $ 1 ,6 1 6 . 64 in cu rren cy  and coin and 
$64, 608. 46 in ch eck s. This would appear to be an e x cess iv e  amount as the need fo r such 
amounts of cash  in an institution of this type ra re ly  o ccu rs . This cash  should have been 
deposited; and th is delay resulted in a tem p orary overdrawing of the bank account.
It is  th ere fo re  recom m ended that bank deposits be made m ore regularly  so that the 
cash  in the o ffice  w ill be always at a s t r ic t  minimum.
Farm  R ep orts: A previous audit report commented in som e d etail regarding the 
1949 farm  rep ort, with p articu lar em phasis on the disagreem ent between the farm  co sts  
as shown on the farm  rep ort and the farm  co sts  as shown on the financial rep ort. A tten­
tion was a lso  d irected  to the fact that the 1950 and 1951 farm  rep orts had not been p re ­
pared on the date of the previous audit.
It was noted in this connection that on the date of the cu rren t exam ination, farm  r e ­
ports fo r the 1950, 1951 and 1952 farm  y ears had been prepared.
It was again noted, however, that the farm  co sts  as shown on the fin ancial rep o rts  
did not ag ree  with com parable item s in the farm  rep orts .
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Sales of A nim als Not B illed : In checking the s a le s  of an im als from  the herd reco rd s 
to corresponding charges in the accounts rece iv ab le  led ger a ll tran sactio n s w ere traced  
with two exceptions; the sa le  of nine cows to the M edfield State Hospital and the sa le  of 
two ca lv es to the Departm ent of P ublic Health, B io lo g ica l Laboratory .
It was learned that the sa le  of the two ca lv es to the D epartm ent of Public Health had 
been approved at the ra te  of $. 18 p er pound livew eight. T his m a tter was d iscu ssed  with 
the head fa rm e r of th is institution who stated  that becau se the in stitu tion 's s c a le  was out 
of ord er the calves w ere not weighed at the tim e of shipment to the p u rch aser. He fu r­
th er explained that the Departm ent of Public Health was supposed to weigh the an im als at 
its  laboratory  and advise the institution of the c o rre c t  weight so that a proper billing 
could be m ade. B illin g s w ere finally made while this audit was in p ro g ress .
Sa les of M ilk to O ther State Institutions Not B illed : It was noted that certa in  sa le s  
of m ilk to the W estboro State Hospital had not been so charged in the fin ancial re co rd s.
This m atter was called  to the attention of the institu tion 's stew ard. As a resu lt an effort 
is  being made to dispose of th is m a tter, as is  shown by the following copies of corresp on d ­
ence on file :
COPY
Ju ly  15, 1953
M r. H. A. Yeaton 
W estboro State Hospital 
W estboro, M ass.
D ear S ir :
The audit of our 1950 and 1951 farm  reco rd s made at the p resen t tim e shows sa le s  of 
m ilk to your institution as listed  below fo r which ch arges w ere not set up and we have no 
record  of billing you o r  receiv ing payment.
D ecem ber, 1950 1623. 72 quarts
January, 1951 3 7 2 .0 9  quarts
M arch , 1951 822. 79 quarts
Will you p lease furnish to us the figu res on m ilk  rece iv ed  by the W estboro State Hos­
p ital from  the Lyman School fo r Boys during D ecem b er-1950 , Jan u ary -1951 , F e b ru ary - 
1951 also  any payments made by you fo r m ilk  rece iv ed  during th ese months.
Very truly you rs,
JM  ba Steward
COPY
Ju ly 20, 1953
M r. William V. F itz P a tr ick  
B u sin ess Agent 
Division of Youth Serv ice  
14 Som erset S tree t 
Boston, M assachusetts
D ear M r. F itz P a tr ick :
The Lyman School fo r Boys 1950 Farm  Report presen tly  under audit shows that whole 
m ilk produced by our herd as listed  below was sen t to the W estboro State H ospital.
D ecem ber, 1950 16 2 3 .7 2  quarts
Jan uary, 1951 3 7 2 .0 9  quarts
M arch > 1951 822. 79 quarts
We w ere unable to find any w ritten approval fo r th is tra n s fe r  when M r. Mahoney,
State Auditor, wished to check it and not having personal knowledge concerning, I con­
tacted M r. Yeaton, Westboro State Hospital Stew ard, to d eterm ine how he handled the
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tra n s fe r  and if he had any approval. M r. Yeaton has no w ritten approval on reco rd  but 
believed that the tra n s fe r  would be made without charge as the m ilk  was tem porary s u r ­
plus at Lyman School that W estboro State Hospital did not requ ire at the tim e but could 
u se . However, beginning in June, 1951, arrangem ents w ere made and approval was 
receiv ed  fo r  sa le  of our surplus m ilk to Westboro State Hospital at farm  p rice s .
We do not know whether o r not th is m atter had the n ecessary  approval of M r. George 
J .  Cronin, C om m ission er and Purchasing Agent, if not, I suggest approval be requested 
of the tra n s fe r  without ch arge. A charge fo r  the m ilk  would c re a te  a d eficiency fo r the 
W estboro State Hospital.
V ery truly yours,
JM  ba Steward
It is ,  of co u rse , obvious that th ese approvals should have been obtained p rio r to the 
sa le  o r tra n s fe r . Steps should be taken to prevent a re cu rre n ce  of this situation.
O vercharge -  Em ployee's Room Rent: In th is connection the previous audit report 
stated :
" I t  was noted that an em ployee had been overcharged fo r rent in the 
amount of $4. 82 and rep resen ts $ .1 1  per week fo r the period from  Sep­
tem ber 18, 1951 to Ju ly  6, 1952. T his m atter was brought to the a tten ­
tion of the bookkeeper who indicated that it would be adjusted on a su b se­
quent pay r o l l . "
In th is connection it was noted that th is em ployee's account was adjusted fo r $ .4 4  
only, of which $ .1 1  was applicable to the previous audit period and $ .3 3  to the interim  
period. This em ployee however is  s t il l  entitled to a fu rth er cred it of $4. 71 and it is  un­
derstood that proper cred it will be given on a subsequent pay ro ll.
Charge Made fo r P rinting of Pay Roll Checks by Bank: The previous audit report 
stated :
" I t  was noted that a sm all charge was made by the bank fo r  im prin t­
ing pay ro ll ch eck s. In this connection the following exchange of c o r r e ­
spondence between the institution and the C o m p tro lle r's  Bureau is  shown:
May 23, 1952
'M r. F red  A. M oncew icz, C om ptroller 
C o m p tro lle r's  Bureau 
State House
Boston, 33, M assach u setts 
D ear S ir :
The F ir s t  National Bank of W estboro in the past has supplied us 
blank checks without charge.
M r . ------ , P resid en t, has inform ed us that in the future no checks
would be supplied without ch arge. T h ere is  at p resen t a deduction of 
$ 4 .1 7  showing on our regu lar bank statem ent fo r a book of checks that we 
recen tly  receiv ed .
We m ust have pay ro ll checks by the end of Ju ly . Will you p lease 
advise us as to the procedure to follow in securing them, a lso  what is  to 
be done about the $ 4 .1 7  charge at present on our bank statem ent.
V ery truly you rs,
/ s /  C h arles A. DuBois
Superintendent'
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May 28, 1952
'M r. C h arles A. D uBois, Superintendent 
Lyman School fo r Boys 
W estboro, M assach usetts
D ear S ir :
We a re  in re ce ip t of your le t te r  of May 23, 1952 stating that 
M r . ------ , P resid en t of the F ir s t  National Bank of W estboro has in ­
form ed you that in the future no checks w ill be supplied to the in stitu ­
tion without charge, and that th ere  is  at p resen t a deduction of $ 4 .1 7  
showing on your bank statem ent fo r  a book of checks which you recently  
receiv ed .
The sta te  does not and, insofar as I know, never has paid any bank 
in the Commonwealth fo r supplying the sta te  o r any of its  agen cies with 
checks and, I may also  add, fo r s e rv ic e  ch arges of any kind. We would
suggest that th is inform ation be conveyed to M r . ------ , P resid en t of the
Bank.
If my m em ory is  c o rre c t , I believ e that the W estboro State Hospital 
a lso  banks at the F ir s t  National Bank of W estboro, and possib ly  the 
Grafton State H ospital, and if this is  so it would seem  to m e that the 
F irs t  National Bank should consid er a ll of th ese accounts as deposits of 
the Commonwealth of M assach u setts .
I will be very glad to talk with M r . ------  if th ere  a re  any fu rth er
questions.
The selection  of a bank is  an ad m in istrative m atter of your in stitu ­
tion and the Youth S erv ice  B oard , th ere fo re , o th er banking arrangem en ts 
can be made if n ecessa ry , but the fact s t i l l  rem ain s that the Common­
wealth does not pay fo r the supplying of checks o r any s e rv ic e  charge.
V ery truly you rs,
FR E D  A. MONCEWICZ 
C o m p tro lle r '"
It was noted however that th is charge has not been canceled  by the bank and in addi­
tion $7 4 .8 4  has been charged by the bank to the pay ro ll bank account fo r  the printing of 
pay ro ll checks during the cu rren t audit period.
M ateria ls  and Supplies -  Coke B a lan ce : In th is  connection the previous audit rep ort 
commented as follow s:
"T h is  account indicated a balance of 1 14 ,700  lb s . valued at $880. 24 
on June 30 , 1952. In th is connection attention is  called  to the fact that 
the physical inventory taken in conjunction with this exam ination revealed 
absolutely no inventory on hand. It was also  learned that th is situation 
has prevailed fo r a lengthy period of tim e. Coke is  now purchased d irectly  
for certa in  cottages and is  delivered to the point where it is  to be used, by 
the vendor. T hese d e liv eries a re  entered in the stock  led ger and are  
charged im m ediately to the p articu lar cottage w here it is  to be used.
" I t  is  suggested that the balances as appearing on the reco rd s be 
adjusted a fter proper approvals have been o btain ed ."
It was noted that th is  m atter had been adjusted on the reco rd s in August 1952, but the 
n ecessary  approval of the Youth Serv ice  Board, had not been obtained.
It was fu rth er noted that 2279 1/2  lb s. of bread flour with a value of $120. 86 was 
adjusted in June 1953 as a shortage on the reco rd s of the institution without the approval 
of the Youth Serv ice  Board. It was learned that this adjustm ent was occasioned by neg­
le c t in obtaining requ isitions before  issu e .
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During the cou rse of this exam ination however, approvals w ere rece iv ed  from  the 
Youth S e rv ice  Board fo r the foregoing ad justm ents. In this connection, attention is  
ca lled  to the C o m p tro lle r's  Bureau Accounting Manual regulation with regard  to this 
m atter which reads as follow s:
"A fter the entry in the adjustm ent book has been prepared and 
approved by the stew ard, the superintendent m ust approve it b efore  the 
co rre ctin g  en tries can be made in the stock  led ger. An adjustm ent of 
a sin gle item  amounting to $ 1 0 0 .0 0  o r m ore m ust be approved by both 
the superintendent and the departm ent. The orig in al and duplicate 
copies w ill b ear th ese ap p ro v a ls ."
Inm ates’ Fund -  Funds of D ischarged Inm ate Not T ra n sferred  to State T re a su re r :
It was noted that th ere  was one account belonging to an inm ate who was born on D ecem ­
b e r  25 , 1923 and who was th ere fo re  28 y e a rs  old on D ecem ber 25 , 1951. This money 
should have been forw arded to the State T re a su re r  on November 30 , 1952, the f ir s t  
November 30th subsequent to the inm ate becom ing 28 y e a rs  old as is  required by S e c ­
tion 23A of Chapter 120 of the T ercen ten ary  Edition of the G en eral Law s, as amended.
NORTHAMPTON STA TE HOSPITAL R EPO R T NO. 54-7
Advance Funds: It was noted that the following advance accounts had been o v er­
drawn during the audit period:
Date Account No. Amount Overdrawn
August 1952 
January 1953 
November 1952 
May 1953
171 8 -0 0 -0 2
171 8 -0 0 -0 2
171 8 -0 0 -1 0
171 8 -0 0 -1 2
$ 126 47
1 ,1 3 1  94 
33 14
3 64
It is  recom m ended that the institution anticip ate its  requ irem en ts of advance funds.
Farm  A ccounts: The annual farm  rep ort fo r  the 1952 farm  y ear was exam ined and 
it was noted that the farm  lo ss  fo r the 1952 y ear amounted to $24 , 2 4 7 .1 6  as com pared 
with a lo ss  of only $3 , 518. 61 fo r the previous farm  y e ar.
M a teria ls  and Supplies: A te s t inventory of m a ter ia ls  and supplies taken on Ju ly 28, 
1953 in connection with th is  exam ination indicated ov erages of $ 1 5 5 .1 9  and sh ortag es of 
$19. 89 on the to tal m a te r ia ls  inventoried of $ 5 9 ,0 1 0 . 95. During this audit period adjust­
m ents totaled $1, 533. 19 on m a te r ia ls  issu ed  aggregating $ 6 1 3 ,2 4 6 . 67. The reasons 
given fo r  making the adjustm ents w ere review ed and they w ere found to be norm al and in­
cluded expansion and shrinkage, spoilage and c le r ic a l  e r r o r s .
UNIVERSITY O F MASSACHUSETTS R E P O R T  NO. 54-8
Receiving T e lle r 's  Cash Shortage: T his audit was initiated im m ediately following 
re ce ip t of a rep ort from  the C ollege T re a s u re r  on July 20, 1953, that the cash  account of 
the rece iv ing te l le r  showed a sh ortag e. A fter a detailed exam ination, th is  shortage was 
determ ined to have been $ 3 ,6 2 8 .0 8 ,  fo r which re im bu rsem ent was made on Ju ly  23, 1953, 
to the College by the receiv ing te l le r  concerned. The individual concerned acknowledged 
having used th ese funds and was perm itted to resign  h is position a short tim e before the 
inception of this audit.
An exam ination d isclosed  that the sh ortag es involved had been covered  by tem p orarily  
withholding from  deposit, paid student invoices from  se m e s te r  ch arg es , e tc . When the 
em ployee concerned, on subsequent o ccasio n s perm itted these re ce ip ts  to be record ed  and 
properly deposited, he fa ls ified  the amounts of advances as recorded in the T e l le r 's  P roof 
Book. T h ere was no evidence of collusion with any other em ployee.
The College T re a su re r  now has under consid eration  se v e ra l suggestions which, when 
put into operation , w ill make a re cu rre n ce  unlikely.
Advance to Receiving T e lle r  from  T ru st and Agency Funds Not Accounted for 
Annually: The cash  advance to the receiv ing te lle r  is  derived from  two so u rce s : State 
Funds and T ru st and Agency Funds. In this connection it was noted that the advance from  
T ru st and Agency Funds to the receiv ing te lle r  totaled $ 4 ,0 0 0 .0 0 . It was noted, however, 
that no accounting of th is money had been made on e ith er June 30 , 1952 o r on June 30,
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1953, although the advance from  State Funds was accounted for. As a m atter of in fo r­
m ation, it is  mentioned that it was in the combined total of amounts advanced from  State 
Funds, and T ru st and Agency Funds that the sh ortage in the te l le r 's  account fin ally  ap­
peared. Had such an accounting been required of the Receiving T e lle r ,  it is  quite pos­
sib le  that the shortage would have com e to light at an e a r lie r  date.
It is , th erefo re , recom m ended that th is advance be returned promptly at the end of 
each f is c a l  y ear and that a new advance be withheld until a reasonable in terval has 
elapsed.
Delay in T ra n sfe r  of Income R eceip ts to State T re a su re r : It was noted that the f i r s t  
tran sm itta l of re ce ip ts during the month of Ju ly 1953 was made on Ju ly  23 , 1953, when 
rece ip ts totaling $ 2 1 ,2 8 4 .2 4  w ere tra n s fe rre d  to the State T re a s u re r . In this connection, 
attention is  d irected  to the fact that the re ce ip ts vouchers indicated that this incom e had 
been co llected  during the period Ju ly  1 -  11, 1953.
With re feren ce  to th is m atter attention is  ca lled  to Section 27 of Chapter 30 of the 
G eneral Law s, T ercen tenary  Edition, which reads as follow s:
"E xcep t as o therw ise ex p ressly  provided, a ll fe es  o r oth er money received  
on account of the commonwealth sh all be paid daily into the treasu ry  th e re ­
of, but if in the opinion of the com m ission  on adm inistration and finance and 
the sta te  tre a s u re r  the in te re sts  of the commonwealth requ ire , payments 
may be made weekly in accord an ce with such ru les and regulations as the 
sta te  tr e a su re r  m ay p re scrib e . "
It is ,  th ere fo re , recom m ended that steps be taken to comply with the aforem entioned 
forthwith.
Duplicate Bank D eposit S lip s: An attem pt was made to tra ce  item s as recorded on 
duplicate bank deposit s lip s with the cash  book re ce ip ts . In this connection it was noted 
that a ll bank deposit s lip s  prepared during the audit period indicated only the total of a ll 
item s deposited at that tim e. Inasmuch as a consid erable volume of checks a re  deposited 
in this m anner without identification , it was not p ossib le to accom plish  th is.
It is , th erefo re , recom m ended that a ll deposit s lip s include sufficient inform ation to 
identify the individual item s deposited.
It was also  noted that the copy of the duplicate bank deposit s lip  as receip ted  by the 
depository did not indicate any identification, date, o r  tim e of deposit. It is suggested 
that this m atter be discussed  with the bank and that p ossib le arrangem en ts can be made 
to provide a m ore modern bank rece ip t stam p.
Prenum bered Tuition -  Board -  Rent B i l l s :  The following b ills  and re ce ip ts  a re  
prenum bered by the p rin ter: Student Tuition, long form ; Student Tuition, sh ort form ; 
Sm all R eceip ts , form  58.
A fter tran saction s a re  recorded on the foregoing form s and a re  entered in the student 
reg istra tio n  cash  book, th eir  identity is  no longer controlled , because the sam e s e r ie s  of 
num bers a re  represented  fo r  each group. Inasm uch as the num bers begin with #1 each 
year and the payments overlap , the identity of paym ents fo r p articu lar y e a rs  Is a lso  lost.
Since all these fo rm s include p rac tica lly  identical inform ation, it is  recom m ended 
that only one form  be used. It is  a lso  suggested that the la s t digits of the f is c a l  y ear ap­
plicable precede the number of the form .
It is  fu rth er recom m ended that the pink copy which is  now sent to the r e g is tr a r  be 
kept in num erical sequence until audited and not destroyed as they have been in the past.
It is  a lso  suggested that those who re ce iv e  payment give a proper rece ip t from  an 
autom atic tim e stam p, which w ill a lso  show the identity of the p articu lar receiv ing te lle r .  
At present, no autom atic tim e stam p is  being used and the identity of the individual actu­
ally  receiving the money is  not indicated.
Student C harges: An an alysis of the ch arg es made to students indicated that charges 
are  not entered upon the books until payment is  record ed . P r io r  audit rep orts have stated 
that this p rac tice  is  in co rre c t and have recom m ended that a control reco rd  be established  
for students' accounts rece iv ab le . This recom m endation is ,  th ere fo re , repeated.
Students' M eal T ick ets -  P otential Incom e: The reco rd s of the Boarding Hall showed 
them to be deficient in inform ation n ecessa ry  to readily  estab lish  the potential incom e that 
should have been received  from  the sa le  of students' m eal tick e ts .
During the school y e ar, m eal tick e ts w ere issued at the following p rice s :
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1st Se m e ster : 
Freshm en $165 00 
160 00O ther Students
2nd S e m e ster : 
A ll Students 150 00
At certa in  tim es during the year and for various reasons students leave the campus 
and are  excused by the U niversity authorities from  boarding at the U niversity Commons 
and refunds a re  made to them . However, in sev era l of these instances the orig in al r e ­
fund slip s  did re fe r  to the ticket number against which the cred it should have been applied.
The inadequacy of the present system  for the control of students’ m eal tick e ts  has 
been recognized by the College B u sin ess Agent and the following routines have recently  
been estab lish ed :
1. A student board re g is te r  stating the ticket number assigned, the stu ­
dent’ s nam e, paym ents, ad justm ents, e tc . is  being m aintained.
In addition to the foregoing, it is  a lso  suggested that the following steps be taken to 
m ore adequately contro l th ese re ce ip ts :
1. As an authority for issu ing tic k e ts , a copy of the paid tuition b ill
should be given to the student to be presented for a m eal ticket.
2 . The Boarding Hall should be the agency for issuing tick e ts  for 
both the f ir s t  and second s e m e s te rs .
3 . A sep ara te  s e r ie s  of num bers fo r the sum m er school should be 
printed, as opposed to the p ra c tice  of using any old unused 
tick e ts  available at the moment.
Accounts R eceiv ab le : A review  of the outstanding accounts rece iv ab le  on the date of 
audit indicated that certa in  accounts had been outstanding for m ore than one year. In this 
connection it was noted that no accounts have been forw arded to the Attorney G eneral for 
co llectio n  o r disposition sin ce Febru ary  6, 1952.
It is  recom m ended that a review  be made of these accounts and that step s be taken to 
forw ard any accounts to the Attorney G en eral in a ll instan ces when they have been out­
standing fo r m ore than one y ear.
F arm  D ata: The farm  re co rd s indicated that th ere  w ere 30 h o rses  on hand at the 
date of audit. In th is  connection the head fa rm e r stated that of them , 15 could be consid­
ered  surplus and would be offered  for sa le  in November 1953.
Monthly Production R ep orts -  Mount Toby: An exam ination of the Mount Toby stock 
re co rd s  d isclosed  certa in  shortcom ings in the accounting system  and bookkeeping e r ro rs  
as follow s:
1. B alan ces w ere not co rre c tly  stated  under th eir  proper inventory
c la ss ifica tio n s . In one instance a balance recorded in one month 
was not c a rr ie d  forw ard to the next month.
2. A sa le  of two cords of hardwood was not shown in the stock  re co rd ,
although th ere did appear a re co rd  of the re ce ip t of cash .
3. The stock  reco rd s do not c le a r ly  indicate the quantities of wood lo st as the 
re su lt of w aste, bad conditions, o r usage for exp erim ental purposes.
It is  suggested that g re a te r  c a re  should be e x e rc ised  in recording the production and 
sa le  of wood. M ore com plete inform ation should also  be given in the stock  re co rd s so 
that a ll wood that has been cut can be readily  accounted for.
D isbu rsem ents from  U n restricted  Endowment Fund Incom e: P reviou s audit rep orts 
have listed  evidences of certa in  types of expenditures made from  u n restric ted  endowment 
incom e with the suggestion that they w ere considered im proper ch arges against the funds. 
The exam ination of these vouchers paid during the cu rren t audit period again indicated that 
endowment fund incom e was s t il l  being expended for com parable item s as those indicated 
in th ese previous audit re p o rts .
T ru st and Agency Funds - C ertifica te s  of D eposit: On the date of audit th ese funds 
totaled $ 1 8 3 ,4 6 4 .0 3 . Of this amount, $ 6 0 ,0 0 0 .0 0  was invested in C ertifica te s  of Deposit 
yielding in terest at the rate of only 1/4% . It is  suggested that this money might be in-
2 . A student ch eck -o ff system  has been instituted at the ca fe teria  
counter to prevent the m ultiple use of one ticket.
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vested m ore advantageously, possibly in Savings Banks which have recently  paid in terest 
as high as 3%. A review  was made of the balances in these funds as of c lo se  of the ten 
y e a rs  ending June 30 , 1953, and it was noted that C ertifica te s  of Deposit had been con­
tinually purchased during this period and have in creased  from  $ 2 0 ,0 0 0 .0 0  on June 30,
1944 to $ 6 0 ,0 0 0 .0 0  on June 30 , 1953. It was also  noted that th is la tter amount has been 
in this category for the past th ree y e a rs  indicating that th is amount obviously was not 
n ecessa ry  fo r im m ediate needs.
It is  acknowledged that the cash requ irem en ts of certa in  of the la rg e r  funds vary because 
of season al demands, e t c . , and that the funds m ust be readily  available for expenditure; yet, 
th ere is  no question that a great part of th ese funds may be advantageously invested.
In connection with this m atter attention is  d irected  to the fact that on O ctober 7, 1953, 
during the p ro g ress  of th is exam ination, $ 3 0 ,0 0 0 .0 0  of funds belonging to the M ilitary 
Deposit Account w ere placed on deposit in a savings bank.
A thletic A ctivity Fund: The financial re co rd s of th is Fund that a re  m aintained in the 
office  of the D irecto r of P hysical Education constitute the following:
1. Advance S lip s:
a. Expenses for Gam es
b. Petty Cash (Monthly Settlem ent with T re a su re r )
2. A thletic Game Expense R ep o rts:
a. Settlem ent Sheet for
1. T rav e l Advances
2. Incidental Expense
3. Income from  T icket Sa les
4. E x ce ss  of Income over Expenses
3. Sales book for P roperty L ost by Students
4 . W ork Sheets for Sum m arizing above Data
5. C ontracts Guaranteeing Share of Gate R eceip ts
The income accruing to th is Fund co n sists  of the following:
1. Sale of T ick ets to Faculty at Reduced P r ic e s
2. Sale of R egular T ickets
3. Sale of High School T ick ets
4. Rent due from  C on cession aires
5. C ontracts for Guaranteeing Share of Gate R eceip ts on
Off-Cam pus Gam es
6. Student A thletic Tax
It was noted, however, that the sa le s  of tick e ts  at the a th letic  field s a re  handled by 
m em bers of the T re a s u re r 's  o ffice  which also contro ls the issu e  of th ese tick e ts . It is  
suggested in the in terest of internal financial control that em ployees of the tr e a s u r e r 's  
office who have a c ce s s  to tick e ts  o r the proceeds of the sa le s  of such tick e ts  o r reco rd s 
of such sa le s  and re ce ip ts  should not s e ll  such tick e ts  at the ath letic field  tick e t windows.
It is  also  suggested that the re co rd s of the a th letic  d irec to r should be kept on a p er­
manent b asis  and should include a subsid iary cash  re ce ip ts  and disbu rsem en ts book which 
should be recon ciled  with the accounts of the U niversity T r e a s u r e r 's  o ffice  regu larly . 
Inventories of tick e ts  should be taken periodically  by p ersons oth er than em ployees of the 
T re a s u re r 's  o ffice  who should be so authorized by the D irecto r of P h y sica l Education. It 
is  a lso  suggested that advance slip s and "A th letic  Game Expense R ep o rts" be prenum bered 
by the p rin ter.
Self-Liquidating D o rm itories and Buildings: Chapter 388 of the A cts of 1939, as 
amended, authorized the incorporation  of the U niversity of M assach u setts Building A sso ­
ciation , a non-profit organization for the purpose of constru cting, equipping and m ain­
taining buildings for d o rm ito ries, commons and other u ses connected with the State Uni­
v e rsity . The corporation was also  orig in ally  authorized to borrow  money and issu e  bonds 
th erefo r not to exceed $ 4 5 0 ,0 0 0 .0 0 . This law was amended by the A cts of 1945, 1946, 
1948, 1950, 1952 and 1953 which p rog ressiv ely  in creased  the $ 4 5 0 ,0 0 0 .0 0  authorization 
to $ 5 ,5 0 0 ,0 0 0 .0 0 .
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To date of this audit the following buildings which have been constructed and 
equipped by th is association  have been leased  to the Commonwealth of M assach u setts:
Units T erm  of L ease Annual Rental Accom odates
Lew is and B u tterfie ld  Halls 
Chadbourne and Greenough
20 y r s . , 1940-60 $30 ,0 0 0  00 303 Students
Halls 20 y r s . , 1946-66 3 1 ,2 5 0  00 314 Students
M ills  Halls 
B ro o k s, Hamlin and
20 y r s . , 1947-67 24 ,5 0 0  00 157 Students
Knowlton Halls 24 y r s . , 1948-72 58 .0 0 0  00 f ir s t  14
y ears
55 .0 0 0  00 next 10
years 538 Students
U n iversity  A partm ents 25 y r s . , 1950-75 2 9 ,0 0 0  00 f ir s t  15 
y ears
27, 500 00 next 10 
y e a rs 50 Apartme
B a k e r Hall 
C rab tree  )
25 y r s . , 1950-75 
25 y r s . , 11 m os.
4 3 ,0 0 0  00 363 Students
L each  ) 1952-77 4 2 ,5 0 0  00 25 308 Students
Faculty G arage) y e a rs 18 C ars
The co st of the foregoing constru ction  accounts fo r  $4, 5 0 0 ,0 0 0 .0 0  of the total bonds 
authorized. Of the rem aining $ 1 ,0 0 0 ,0 0 0 .0 0  authorized by Chapter 356, Acts of 1953, 
bonds totaling $ 5 5 0 ,0 0 0 .0 0  have alread y been issued and w ill be used to constru ct a 
dorm itory  to accom m odate 210 students. It is  contem plated that another dorm itory to 
co st $ 4 5 0 ,0 0 0 .0 0  w ill a lso  be constru cted  in the n ear fu ture. When bonds fo r this latter 
item  a re  issu ed , the en tire  authorized bond issu e  of $5 , 5 0 0 ,0 0 0 . 00 w ill be exhausted.
The buildings a re  on State-ow ned land which is  leased  to the asso cia tio n  fo r $1 .00  
p er y e a r p er unit. The issu an ce of th ese bonds and the f is c a l  and legal m atters  pertain­
ing to them have been managed by the Old Colony T ru st Company of Boston , the State 
S tree t T ru st Company of Boston, and the W o rcester County T ru st Company who function 
as tru s te e s . Each , however, handles the sep ara te  issu e s  of bonds together with all 
o th er re lated  m a tte rs .
The le a se s  with the U niversity have been so w ritten that the rents rece iv ed  will per­
m it the com plete liquidation of the outstanding bonds together with any oth er expenses 
which m ight a ccru e . The U niversity  furnishing heat, e le c tr ic ity  and m aintains the fix ­
tu res  and the equipment in the resp ectiv e  buildings. It a lso  provides jan ito r ia l serv ices  
fo r  the s ta ir s  and step s, grounds and laundry room s. Insurance on Lew is and B u tter­
fie ld  H alls, and Chadbourne and Greenough H alls, by agreem en t, is  paid by the U niver­
s ity  while the in su ran ce on the o th er buildings is  the resp on sib ility  of the associa tion .
The sta tu tes a lso  provide that:
"Any building so leased  sh all becom e the property of the Commonwealth 
upon the payment in fu ll of a ll  obligations in cu rred . "
This method of financing constru ction  of s ta te  buildings is  unique inasm uch as the 
co sts  a re  provided by the students and th ere  appears to be no burden on the taxpayers of 
the Commonwealth. It m ust be noted, how ever, that the bonds do not appear as part of 
the State debt even though the Commonwealth is  contingently liab le  b ecau se of gu arantee­
ing payment.
The fin ancial re co rd s which a re  m aintained by the corporation  w ere not examined 
Copies of le a se s  w ere review ed.
It was intended that the corporation  would le a se  the buildings to the U niversity  at a 
rental su ffic ien t fo r the liquidation of outstanding bonds together with incidental ev 
that may a ccru e , and it is  the policy of the tru ste e s  to have rent cover both bo . penses 
m ents and m aintenance co st. As of June 30 , 1953, however, it was understo d t i f T t k  
M ills and B a k e r  d orm itories show operating d e fic its  of $30, 737. 91 and $2 577 1R ^  
sp ectiv ely . The oth er buildings, however, show an ex ce ss  of incom e over ex ' °  ’ r6 ~ 
totaling $ 8 0 ,7 0 0 .8 9 , leaving a net e x ce ss  of incom e over expenses of $ 4 7 ,385P8()SeS 
It is  noted that a Faculty G arage that is  being constru cted  ad jacent to 'the Un'" 
A partm ents w ill only accom m odate 18 autom obiles even though the construction  lv e rs ity 
c a lls  fo r a capacity  of 20 c a r s .  con tract
G en eral: Attention is  ca lled  to the fact that the volume of b u sin ess and cash
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handled by th is U niversity has been in creased  considerably during the past few y e a rs . 
During this period th ere has been no m a teria l effort to keep ab reast of this growth by 
modifying o r m odernizing the system  of accounting and its  con tro ls . It is , th erefo re , 
suggested that the C om ptroller’ s  Bureau review  the en tire  situation.
SE C R ETA R Y  O F THE COMMONWEALTH
GENERAL D EPA RTM EN T R EP O R T NO. 54 -9
A rchives D ivision -  G en eral: It was noted that a recom m endation in the previous 
audit report with regard  to a control account fo r accounts rece iv ab le  has been put into e f­
fect. Monthly tr ia l  balances of the unpaid accounts a re  now taken. F e es  a re  now c o l­
lected in advance of work being done, with the exception of s ta te  ag en cies’ o rd ers .
On August 3 , 1953, the total unpaid accounts amounted to $ 1 7 6 .4 5 . Of this amount, 
$74. 55 has been re fe rre d  to the Attorney G eneral for disposition.
Vital S ta tis tic s : The previous audit report stated  in this connection, as follow s:
’’P rev iou s audit rep orts have questioned the propriety of perm itting 
a private person who is  not a sta te  em ployee to have a c c e s s  to certa in  
vital s ta tis tic s  reco rd s fo r the purpose of furnishing certa in  s ta tis tic a l 
data to the National O ffice of V ital S ta tis tic s . This inform ation should 
be prepared by state  em ployees and a ll money receiv ed  from  the U. S. 
Government should be recorded in the name of the Commonwealth and 
deposited with the State T re a su re r .
"A t the written requ est of the S e cre ta ry  of the Commonwealth, the 
Attorney G eneral rendered an opinion on th ese questions on D ecem ber 8,
1949, which reads in part as follow s:
’ It follow s, th ere fo re , that to perm it a private con tractor 
to exam ine the record  of a ll b irth s in the Commonwealth which 
a re  under the supervision of the State S e cre ta ry , would involve 
a violation of G. L . (T er . E d .) c .  46 s e c . 2A. Hence, the 
answ er to the f ir s t  question proposed is  in the negative as to 
your entering into the con tract in your individual capacity  and in 
the a ffirm ative as to entering into the con tract in your o ffic ia l 
capacity . This would seem  to elim inate the n ecessity  of an sw er­
ing the second question.
’As to your third question, it is  my opinion that a ll moneys 
rece iv ed  from the Fed eral G overnm ent, through the National 
O ffice of V ital S ta tis tic s , for the work perform ed in your depart­
ment under the con tract made by you in your o ffic ia l capacity  as 
State S e cre ta ry  should be deposited as a whole with the T re a su re r  
and R ece iv e r-G e n e ra l of the Commonwealth, and payments made 
th erefrom  only in the ordinary and usual cou rse of transactin g 
public b u sin ess.
'T h e  effect of th is opinion, how ever, is  not to deprive the 
National O ffice of V ital S ta tis tic s  of valuable s ta tis t ic a l and public 
health re p o rts . It would appear that am ple authority is  con ferred  
by G. L . (T er . E d .) c . 262, s e c . 36 and 37, upon the State S e c r e ­
tary  acting in his o ffic ia l capacity  to furnish the required inform a­
tion at the ra te  paid by the Fed eral Government.
V ery truly you rs,
/ s /  F ra n c is  E . Kelly 
Attorney G en eral’
"D esp ite  the c la rity  of this ruling the work perform ed fo r the United 
States Health S erv ice  is  s t il l  apparently continuing to be done by persons 
not employed by the Commonwealth. ”
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It was noted that the foregoing situation  rem ain s unchanged. A s of the date of audit, 
the balan ce in th is account was rep resen ted  as fo llow s:
D ivision of P ublic Documents -  F r e e  Is s u e s : During the audit period books having 
a  potential s a le s  value of $60, 529. 20 w ere issu ed  at no ch arge by th is d ivision to author­
ized C ity , State and F e d era l ag en cies upon th e ir  o ff ic ia l requ est.
P rev iou s audit recom m endations that books having a s a le s  value which a re  issued 
g ra tis  to authorized ag en cies be record ed  on se r ia lly  num bered fo rm s and filed  in chron ­
o lo g ica l o rd er have not been fully com plied with. S e ria lly  num bered fo rm s a re  not being 
used.
D ivision of P ublic Documents -  P h y s ica l Inv en tories of Books on Hand: The p re ­
vious audit rep o rt s ta te s :
" I t  was noted that no com plete inventory was taken by the personnel 
of th is  d ivision during the cu rren t audit period . The Accounting Manual 
issu ed  by the C o m p tro lle r 's  B u reau  requ ired  that s ta te  ag en cies sh all 
take an inventory of th e ir  ac tiv e  stock  led g er ite m s at le a s t fou r tim es 
a y e a r and th e ir  in activ e ite m s at le a s t th ree  tim es a y e a r . It would 
appear to be con sisten t with good accounting p ra c tice  fo r th is div ision , 
which has books with a value of approxim ately $ 2 0 0 ,0 0 0 .0 0  to take te s t 
ph ysical inv en tories at reg u lar in terv a ls  during the y e a r ."
It was again noted that no com plete inventory was taken by the personn el of th is  d iv i­
sion  during the cu rren t audit period.
D ivision of P ublic D ocum ents -  O bsolete B ook s: The p resen t inventory in the D ivi­
sion  of P ublic D ocum ents include books that a re  ov er 30 y e a rs  old and w ere record ed  in 
the stock  led ger book on the date of the audit as having an issu e  value of approxim ately 
$ 4 1 ,0 0 0 .0 0 .  T hese re co rd s  fu rth er ind icate that from  1935 to 1953, s a le s  of th ese  books 
totaled only $ 7 1 5 .2 0  o r  an av erag e  of $ 3 9 .0 0  p er y e ar.
The previous audit rep ort s ta te s :
"In  view of the d ecreasin g  demand fo r  th ese old books and the 
urgent need of finding storero o m  sp ace  fo r  new books, it is  suggested 
that n e ce ssa ry  step s be taken to d isp ose of th ese  books in the m ann er 
provided by s ta tu te ."
A review  of the situation  re v ea ls  that although th ese  books a re  o v er 30 y e a rs  old, 
they have a d efinite h is to r ic a l value and should not be destroyed.
However, it is  suggested that th ese  books be seg reg ated  in the sto ck  led g er books, 
the sto ck  led g er con tro l account and placed in an in activ e account.
D ivision of P u blic  D ocum ents -  Bookkeeping R eco rd s: In connection with th is audit 
it was noted that the Raymond T r ia l  B a la n ce  Book, in which units and values of issued  
and b a lan ces appearing in the stock  book led ger accou nts a re  record ed  a t the c lo s e  of 
each  m onth, is  not being used. It is  recom m ended that th is  re co rd  be re s to re d  to use as 
it is  an Im portant p art of the accounting sy stem .
D ivision of P ublic D ocum ents -  Bonding of E m ployees: It  w as noted that the only 
person  bonded was the p rin cip al c le rk  who m aintain s the re co rd s , w hereas a ll  p erson s of 
the P ublic Document room handle cash  ov er the coun ter in the sa le  of books. It is  re co m ­
mended that a ll  p erson s handling cash  be bonded.
C orp orations C ash Book : It w as noted that the cash  re ce ip ts  fo r  F ebru ary  16, 1953, 
a s  en tered  in the su bsid iary  cash  book of th is  d iv ision , totaled  $ 1 ,3 9 5 .0 0  on account of 
filing fe e s  fo r  "C e r tif ic a te s  o f Condition". How ever, the departm ental g en era l cash  book 
fo r  that date ind icates an en try of $ 1 ,3 8 0 .0 0  and the deposit s lip  on f ile  in the T r e a s ­
u r e r 's  o ffice  a lso  to ta ls  $ 1 ,3 8 0 .0 0  and is  com p rised  only of ch e ck s. The explanation 
given fo r  the d ifferen ce  of $ 1 5 .0 0  is  that one of the ch eck s m ust have been lo s t. It Is
Cash in Bank
Due from  U. S. G overnm ent O ffice  of 
V ital S ta tis tic s  
Total
$ 2 ,6 7 7  28
381 71
$ 3 ,0 5 8  99
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suggested that a daily c ro s s  check of the g en era l cash  book to tals with the subsid iary 
cash  book to tals would prevent a re cu rre n ce  of th is incident.
Som e d ifficu lty was a lso  exp erienced  in attem pting to re co n c ile  re ce ip ts  fo rm s used 
with the resp ectiv e  incom e accounts in the subsid iary  cash  book, becau se the cash  had 
been entered in the wrong column in the cash  book. T his can be avoided by use of the 
so -c a lle d  "beginning and ending n um ber" method.
G A R D N E R  S T A T E  H O SP IT A L  R E P O R T  NO. 5 4 -1 0
Unclaimed W ages: It was noted that four pay ro ll ch eck s have been outstanding for 
longer than nine m onths. It is  recom m ended that checks issued on account of s a la r ie s  
o r w ages, which have not been cashed by the payee within th ree  m onths, be p ro cessed  as 
unclaim ed wages in the m anner p re scrib ed  in the Accounting Manual issued by the Comp­
tr o lle r 's  Bureau.
Farm  A ccounts: The annual farm  rep o rt fo r  the y ear 1952 was exam ined and an 
ex cess iv e  death rate  on Shoats, P ig s and Hens was noted. A lso noted was spoilage of 
over 40% on w inter squash.
M ateria ls  and Supplies: The m a te r ia ls  and supplies account was analyzed fo r  the 
audit period and adjustm ents w ere noted totaling $ 1 ,3 6 9 .0 7  as com pared with issu e s  of 
$3 5 2 ,1 7 7 . 14. This amount included $ 5 6 2 .7 4  of ov erages and $ 8 0 6 .3 3  of sh o rtag es.
Canteen: The previous audit rep ort included the following two com m en ts:
"C anteen  T heft: On the night of Thursday, Ju ly  17, 1952, the 
canteen was broken into and m erch an d ise  osten sib ly  valued at $113. 35 
was stolen. It was understood that the lo ca l p olice w ere notified as 
was also  the D epartm ent of M ental Health. To date of audit the respon ­
sib ility  fo r  th is theft has not been estab lish ed . "
"C anteen  - M erchandise Sold at P r ic e s  O ther Than Computed 
R eta il: It is  recom m ended that when m erch and ise is  sold  at p rice s  
e ith er above o r below those o rig in ally  posted to the sellin g  p rice  
column of the cash  book that an adjustm ent be m ade so that this column 
w ill re fle c t  the to tal actual sellin g  p r ic e s . "
In connection with the f i r s t  com m ent it was noted that the theft was investigated by 
local police and institution personnel with the resu lt that resp on sib ility  fo r it s t i l l  has 
not been estab lish ed . It has been assum ed that it was the ac t of a patient o r  patients.
With re sp e c t to the second comm ent it was noted that the cash  book is  now being" 
adjusted fo r  in c re a se s  and d e cre a se s  in se llin g  p rice s  of m erch and ise.
LO W ELL TECHNOLOGICAL IN STITU TE R E P O R T  NO. 54-11
Statutory Changes: Attention is  d irected  to the fact that th is school fo rm e rly  known 
as the Low ell T ex tile  Institu te had its  name changed to the Low ell Technological Institute 
of M assach u setts by authority of Section  1 of Chapter 407 of the A cts of 1953
Section 2 of said  Chapter 407 deleted that part of Chapter 74 of the G en eral Laws 
which pertained to Low ell T extile  Institu te, Section 3 of that statute amended Chapter 75 
of the T ercen ten ary  Edition of the G en eral Laws by the establishm ent of Chapter 75A 
which stip u lates the pow ers and the adm inistration  of the Institute.
Section 1 of said  Chapter 75A reads as follow s:
"T h e  Low ell T echnological Institu te of M assach u setts , h ere in after 
re fe rre d  to as the institu te, sh all be m aintained by the Commonwealth 
fo r  the purpose of giving instru ction  in the theory and p ra c tica l a rts  of 
te x tile s , paper, lea th er , p la s tic s , e lec tro n ics  and other appropriate 
re la ted  cu rr icu la  which sh all be establish ed  from  tim e to tim e to include 
such s c ie n tif ic , tech n ological, and oth er studies as may be deemed 
d e sirab le  by the in stitu te 's  board of tr u s te e s ."
This statute a lso  ind icates that the Institute 
tiv e con tro l of the D epartm ent of Education.
is  no longer su b ject to the ad m in istra-
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A ccounts R e ce iv a b le  -  R e s e a r c h  Foundation: On the date of aud it, th e re  w as due 
from  Low ell T ech n o lo g ica l In stitu te  R e se a r c h  Foundation $ 1 6 ,2 8 1 .7 4 ,  w hich re p re se n te d  
am ounts owed fo r  the u se of c e r ta in  o f the In s titu te d  fa c i l it ie s  o v e r a  p eriod  o f m o re  
than two y e a rs .
It w as noted, how ever, that no re co rd  of th is  h as been  en tered  on the In stitu te  s 
re co r d s  n or h as any paym ent been  re ce iv e d  on th is  accou n t fo r  m o re  than two y e a r s .
It is  recom m ended that th is  amount b e  p ro p erly  reco rd ed  and that subsequent ch a rg e s  
be cu rre n tly  m ade m onthly . It i s  fu rth e r  su g gested  th at s te p s  be taken  to c o lle c t  th is  
ite m .
Advance Fund: D uring th e co u rs e  of th is  audit, i t  w as noted th at a  loan  o f $ 1 ,0 0 0 .  00 
had been  m ade to the R e se a r c h  Foundation from  the In s titu te 's  advance funds. Even 
though th is  am ount w as repaid  within a  sh o rt tim e , th is  p r a c t ic e  should not be encouraged 
a s  it is  not one o f the p u rp oses fo r  which th e se  funds a r e  advanced by the S ta te  T r e a s u r e r .
C a fe te r ia  C o n tra ct: In A p ril 1953 , the co n tra c t in e ffe c t  with the c a fe te r ia  c o n c e s ­
s io n a ir e  w as term in ated  b eca u se  o f h is  fa ilu r e  to  m ake paym ents a s  ag reed  upon. The 
b a la n ce  due on that date to taled  $ 5 ,7 1 4 .9 0 ,  and of it $ 4 ,1 4 8 .9 1  w as fo r  co m m iss io n s  due 
w hile the b a la n ce  re p re se n te d  inven tory  sh o rta g e s  o f $ 1 , 5 4 5 .4 9  and telephone c h a rg e s  of 
$20 . 50 . T h is  accou nt w as tu rned o v e r  to th e A ttorn ey  G en era l in Ju ly  1953 fo r  c o lle c tio n .
It i s  suggested  that th is  b a la n ce  be tr a n s fe rr e d  to the Su sp en se A ccou nts R e ce iv a b le  a c ­
count in a cco rd a n ce  with the d ire c tiv e  in the C o m p tro lle r 's  A ccounting M anual.
It w as fu rth e r  noted that a new c o n tra c t with a  d iffere n t c o n c e s s io n a ire  is  p re sen tly  
in e ffe c t. P ay m en ts fro m  him have b een  re ce iv e d  cu rre n tly  to th e date o f audit.
Bookkeeping -  G e n e ra l: D uring the c o u rs e  o f th is  exam in ation  c e r ta in  bookkeeping 
p r a c t ic e s  w ere  noted which m ade the tra c in g  of bookkeeping e n tr ie s  d ifficu lt. B e ca u se  of 
th ese  fa c to r s  a c e r ta in  am ount of in tern a l co n tro l is  lo s t .  T h e se  in ad eq u acies include the 
follow ing:
1. D e ta ils  of ca sh  re ce ip ts  a r e  not com p le te  and a r e  not being m a in ­
tain ed  in a perm anen t a rra n g em en t. A su b sid ia ry  ca sh  book 
is  recom m en ded to support the e n tr ie s  in  the g e n e ra l ca sh  book.
T h is  could a lso  b e  used  a s  a  posting m edium  fo r  the d eta iled  
accou n ts re ce iv a b le .
2 . D eta iled  c h a rg e s  and c re d its  on individual stu d en ts' accou n ts do not
show d ates n or do they includ e posting r e fe r e n c e s .
3 . T he to ta l o f the b a la n ce s  of student d ep o sits  on the individual stu d en ts'
c a rd s  does not a g r e e  with the co m p arab le  g e n e ra l led g er c o n tro l­
ling accou nt. It is  recom m en ded th at a  t r ia l  b a la n ce  of th e se  student 
d ep o sits  be taken  re g u la r ly  and that th is  b a la n ce  be re co n c ile d  with 
the g e n e ra l led g er accou nt b a la n ce . T h is  is  of p a r t ic u la r  im p o rtan ce  
b eca u se  student d ep o sits  a r e  now being re ta in ed  fro m  y e a r  to  y e a r  
as refunds a r e  now m ade only when a student g rad u ates o r  re s ig n s .
4 . C erta in  refunds have been  deducted ag a in st the g r o s s  r e c e ip ts .  T h is
m ethod o f co u rs e  u n d e rsta tes  the a c tu a l r e c e ip ts  and does not 
re co r d  the d isb u rsem en ts .
S a la ry  A ugm entation: It w as again noted th at c e r ta in  m e m b e rs  o f the facu lty  exceed ed  
the m axim um  s a la r ie s  o f th e ir  re sp e c tiv e  c la s s if ic a t io n s  a s  w ere e s ta b lish e d  by the D iv i­
sion  of P e rso n n e l through e x tra  com p en sation  re ce iv e d  from  th e New England T e x tile  
Foundation and Low ell T ech n o lo g ica l In stitu te  R e s e a r c h  Foundation. A plan fo r  su ch  e x tra  
com p en sation  fo r  th e se  facu lty  m e m b e rs  w as o rig in a lly  approved by the C h airm an  o f the 
C om m ission  on A d m in istration  and F in an ce  on Sep tem b er 2 9 , 1947 . T h is  plan fo llo w s:
"P L A N  F O R  E X T R A  COM PENSATION TO FA C U L T Y  M E M B E R S FRO M  THE 
N EW  ENGLAND T E X T IL E  FOUNDATION
IN ACCORDANCE WITH CHAIRMAN THOMAS H. B U C K L E Y 'S  L E T T E R
S E P T E M B E R  2 9 , 1947
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" 1 .  A m ounts m ay be aw arded by th e New England T e x tile  Foundation 
d ir e c tly  to th o se  facu lty  m e m b e rs  recom m en d ed  by the adm in­
is tr a tio n  heads of the L ow ell T e x tile  In s titu te , New B ed ford  
T e x tile  In s titu te , and the B ra d fo rd  D u rfee T e c h n ica l In stitu te , 
with th e ap p roval o f th e ir  re s p e c tiv e  B o a rd s  of T ru s te e s .
2 . A w ards m ay be m ade to fa cu lty  m e m b e rs  in am ounts such  that
the to ta l s a la r ie s  sh a ll not excee d  the m axim u m  s a la r ie s  of 
th e ir  re s p e c tiv e  c la s s if ic a t io n s  a s  e s ta b lish e d  by the D iv ision  
of P e rso n n e l.
3 . A w ards m ay a lso  b e  m ade to facu lty  m e m b e rs  fo r  a ssig n m en ts
and fo r  s e r v ic e s  in  addition to th e ir  fu ll- t im e  teach in g  sch ed u le .
4 . A re p o rt o f the aw ard s m ade under the above plan by the New
England T e x tile  Foundation w ill b e  f ile d  w ith the C om m ission  
on A d m in istratio n  and F in a n ce . "
A t the tim e  the foreg o in g  plan w as prom u lgated  the R e s e a r c h  Foundation a s  it is  
p re se n tly  fu nctioning within the In s titu te , did not e x is t ,  th e re fo re  no a rra n g em en ts  w ere 
included w ithin th is  s a la r y  augm entation  p rog ram  fo r  any paym ents re ce iv e d  by facu lty  
m e m b e rs  th e re fro m . N e v e rth e le ss , i t  i s  p resu m ed  th at it w as the intent o f the C o m m is­
s io n  on A d m in istratio n  and F in a n ce  to co n tro l a l l  e x tra  com p en sation  of th ese  re la ted  
n a tu re s .
It i s  th e r e fo r e  su g g ested , in o rd e r  that th is  a rra n g e m e n t m ay b e  co m p le te ly  c la r if ie d , 
th at the p re se n t C h airm an  of the C o m m ission  on A d m in istratio n  and F in an ce  be requ ested  
to fu rn ish  a  ru lin g with p a r t ic u la r  re g a rd  to s a la r y  augm entation  from  the R e se a r c h  
Foundation.
It is  fu rth e r  su g g ested  th at p o ss ib ly , a t  the sa m e tim e , he should b e  asked  to in te r ­
p re t m o re  c le a r ly  the ap p aren t co n flic t in th e language within P a ra g ra p h s  2 and 3 o f the 
plan a s  o r ig in a lly  s e t  fo r th .
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A ccou nting R e c o rd s : P rev io u s  audit re p o rts  have com m en ted  th at c e r ta in  p a rts  of 
the accou n tin g  w ork of th is  Foundation w as s t i l l  being p erfo rm ed  in the B u r s a r ’ s  o ff ic e  of 
th e In s titu te . I t  is  noted th at th is  situ atio n  no lo n g er p re v a ils  a s  i t s  own p erso n n el now 
h and les a l l  o f the n e c e s s a r y  bookkeeping and accou nting re co r d s .
The B u r s a r  o f the In stitu te  s t i l l  m a in ta in s  a m em orandum  accou n t on the books o f the 
In stitu te  fo r  th e Foundation Fund accou n t.
Amount Due to L ow ell T ech n o lo g ica l In s titu te : The p rev iou s audit re p o rt ind icated  
th a t it  w as a g re e d , a t a  m eetin g  o f the E x ecu tiv e  C o m m ittee  o f the B o a rd  of D ir e c to rs  
held  on Ju ly  13 , 1951 , to re im b u rse  the C om m onw ealth fo r  the u se  o f fa c i l it ie s  o f the In­
s titu te  on the follow ing b a s is :
1. It is  ag reed  th at the Foundation would recom m en d  to the S ta te  that
15% of d ir e c t  la b o r c o s ts  be the overh ead  paym ent to the S tate  
fo r  the u se  o f the In s titu te 's  fa c i l i t ie s  r e g a rd le s s  o f the n a tu re  of 
the f a c i l i t ie s .
2 . C e rta in  c o n tra c ts  in e x is te n ce  p r io r  to the e s ta b lish m e n t of the
15% r a te  provided fo r  only 10% overh ead  c h a rg e s  to c u s to m e rs .
In th e s e  c a s e s ,  the am ount o f re im b u rsem en t to the S ta te  w ill 
be a t the ra te  o f 10%.
To August 3 1 , 1953 , the am ount due to the Com m onw ealth fo r  the u se o f th ese  
f a c i l i t ie s  on the fo reg o in g  b a s is  w as $16 , 2 8 1 . 7 4 . A s no paym ent has been  m ade on th is  
acco u n t fo r  m o re  than two y e a r s , it i s  su g gested  th at im m ed iate  s tep s be taken  to a rra n g e  
fo r  liqu idation  of th is  ite m .
T im e D evoted by F a cu lty  M em b ers  o f the In stitu te  to R e s e a r c h  Foundation P r o je c t s :
An a n a ly s is  o f the num ber o f h ours devoted by facu lty  m e m b e rs  o f the In stitu te  to p ro je c ts  
o f th is  Foundation w as m ad e, co v erin g  th e p eriod  fro m  S ep tem b er 3 , 1952 to August 31 , 
1953 .
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It was noted that they a re  com pensated fo r  th e ir  s e r v ic e s  through the medium of 
standard in v oices, and that accounts so rece iv ed  by them a re  in addition to th e ir  s a la r ie s  
as faculty m em b ers . In th is  connection it was noted that 60 hours p er month w as e s ta b ­
lished  a s  the maximum which each  faculty m em ber could spend on w ork fo r  the R esearch  
Foundation during the m onths o f Septem ber through May in clu siv e. T h is ru le  becam e 
effectiv e  as of A pril 1, 1952.
It was noted, how ever, that during the period from  Septem ber 1952 to May 1953 th ere 
w ere 11 ca s e s  which faculty  m em b ers exceeded th is  60 hour m axim um . In a ll of th ese 
in stan ces the num ber of hours w ere approved by the Dean of the Facu lty  of the Institu te.
Bonding of E m ployees: It was noted that the E xecu tiv e D ire c to r  and the bookkeeper 
who handles the cash  a re  now bonded in conform ance with a suggestion in the p rio r  audit 
rep ort.
Expenditures from  Incom e C ash ; The previous audit rep o rt noted that an amount of 
incom e cash  had not been sen t to the S ta te T re a s u re r , but had been used to m ake petty 
cash  d isb u rsem en ts . It was fu rth er suggested that the amount of $44. 31 withheld fo r  th is 
purpose be tran sm itted  to the State T r e a s u r e r . T his amount was accord in gly  turned o ver 
to the State T re a s u re r  in May 1953.
Annual Audit of Funds of Foundation: Section  23 of Chapter 407 of the A cts o f 1953 
s ta te s  in p art as fo llow s:
"T h e  funds of said  Foundation sh a ll be  su b je c t to an annual audit 
by the s ta te  auditor. "
In th is connection it was noted that an outside accounting firm  o rig in ally  engaged to 
estab lish  and organize an accounting system  fo r  the Foundation w as a lso  engaged fo r  the 
purpose of m aking an annual audit. Inasm uch a s  two such annual audits a re  a duplication 
of e ffo rt and a lso  involve u n n ecessary  expenditure of funds it was suggested that the audit 
now perform ed by the outside accounting organization  be elim inated . The Execu tive Com ­
m itte e , how ever, did not im m ediately  se e  f i t  to so ac t.
In th is  connection the foundation was advised in a le t te r  dated D ecem b er 1, 1953 from  
the D epartm ent of the State A uditor, of an opinion of the A ttorney G en eral in a com p arable 
m a tte r . T h is le t te r  and a copy of the re fe rre d  to opinion follow :
COPY
D ecem ber 1, 1953
M r. B a s il  G. Skalkeas 
Execu tive D irec to r  
Low ell Techn ological Institu te 
R esea rch  Foundation 
Low ell, M assach u setts
D ear S ir :
Y our le t te r  of N ovem ber 24 , 1953 ad d ressed  t o .........................  an accountant in th is
o ffice , has been turned o v er to m e fo r  consid eration .
I note in the le t te r  that your Execu tive C om m ittee has confirm ed the em ploym ent of 
a p riv ate accounting firm  to fu rn ish  an annual audit rep ort to the Foundation.
It is  the opinion of th is departm ent that the Foundation does not have the authority to 
em ploy p riv ate accountants to audit th e ir  accou n ts, and th is opinion is  based  on an an alo­
gous opinion of the A ttorney G en eral dated D ecem ber 2 , 1947, a copy of which I am en­
closin g  herew ith fo r  your attention.
By that opinion of the then A ttorney G en eral, th is  o ff ice  was denied the right to audit 
the accou nts of the M ystic R iv er B rid g e  Authority b ecau se  the leg isla tio n  which crea ted  
the B rid g e Authority provided sp e cifica lly  fo r  an audit by p riv ate accou ntants. The A t­
torney  G en eral obviously based  h is opinion on the p re m ise  that it was not the intent o f the 
L e g is la tu re  to have the Authority incu r the expense of two audits.
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C h  r  , £ } rtlCUlar re fe re n c e to the Low ell Technological Institute R esearch  Foundation, 
ap ter 2 of the A cts of 1950 — the Statute which created  this Foundation — sp e c ifi­
ca lly  provides fo r an audit of the Foundation by the State Auditor, and it is  th erefo re  our 
opinion t at it was not the intent of the L eg isla tu re  that the Foundation should incur the 
expense of two audits.
We have no ob jection  w hatsoever to the oth er purposes for which you have h ired this 
o f 'a u d h °r®an*za^ on’ ^ut we deem it an obligation on our part to thus ob ject to duplication
B efo re  proceeding fu rth er with your arrangem en ts with this p riv ate organization , we 
request that you bring th is le t te r  and its  attachm ent to the attention of the Executive Com­
m ittee of the Low ell T echnological Institu te R esearch  Foundation, and that you advise us 
as soon as p ossib le  of its  opinion.
I might point out to you at th is tim e that unless the C om m ittee re v e r se s  its e lf  we 
w ill feel obligated to requ est an opinion from  the p resen t A ttorney G en eral on th is m a tter.
V ery tru ly  you rs,
H. M. Eveleth
HME:KHS F ir s t  Deputy Auditor
Attach.
COPY
Auditor - Authority -  Accounts of M ystic R iv er Bridge Authority
D ec. 2, 1947.
Hon, Thomas J .  Buckley, Auditor of the Commonwealth.
D ear S ir :
You have asked my opinion as to the authority of the D epartm ent of the State Auditor 
to audit the accounts of the M ystic R iv er B rid ge Authority, which was created  under the 
provision of St. 1946, c .  562.
I am of the opinion that you do not p o sse ss  such authority.
Although G. L . (T er . E d .) c . 11, s e c . 12, in general te rm s gives to the Auditor 
authority to audit "the accounts of a ll d epartm ents, o ff ice s , com m ission s, institu tions 
and activ itie s  of the com m onw ealth,” the L e g isla tu re  in said  chap ter 562 re la tiv e  to said  
M ystic R iver Bridge Authority has by n e ce ssa ry  im plication excepted such Authority, 
even if it be considered an activ ity  of the Commonwealth, from  the scope of the authority 
given the Auditor by the gen era l statute relating to his powers and duties above re ferred  
to.
The L eg isla tu re  in section  14 of said chap ter 562 has sp e cifica lly  provided that:
" .......... The authority sh all cau se an audit of its  books and accounts
to be made at lea st once in each y ear by ce rtified  public accountants 
and the co st thereof may be treated  as a part of the cost of construction 
o r of operation of the brid ge. Such audits sh all be deemed to be public 
reco rd s within the m eaning of chap ter s ix ty -s ix  of the G eneral L a w s.. . "
In section  19 of said  chapter 562, the L eg isla tu re  has fu rth er provided:
"A ll oth er general o r sp ecia l law s, o r p arts th ereof, inconsistent 
herew ith a re  hereby d eclared  to be inapplicable to the provisions of this 
ac t. ”
It is  not reasonable to suppose that the L eg isla tu re would requ ire  the Authority to 
incu r the expense of the audit sp e cifica lly  designated in said section  14 if an audit by the
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Very truly yours,
Clarence A. B a rn e s , 
Attorney G eneral.
Under date oi February 5, 1954, the following letter Indicating that an opinion from 
the Attorney G eneral would be requested was received:
M r. H. M. Eveleth, Deputy Auditor 
A uditor's O ffice 
State House 
Boston , M assachusetts
D ear M r. Eveleth:
T his is  to inform  you that the Executive Committee of the Lowell Technological In­
stitu te  R esea rch  Foundation, at the meeting on January 19, 1954, reviewed the matter 
of the Foundation's employment of an independent accounting firm , with particular ref­
e re n ce  to the issu e  raised  in your le tter of D ecem ber 1, 1953.
In view of the nature of the ca se , the Committee voted to request me to seek an 
opinion from  the O ffice of the Attorney G eneral relative to this m atter. Pending receipt 
o f th is  opinion, the C om m ittee decided to take no further action.
L ice n se  Renew als by V arious B o ard s: The previous audit report states as follows.
"A ttention is  ca lled  to the fact that many of the Boards of Registra­
tion a r e  fo rced  annually to handle the m ailing and filing of thousands of 
renew al ap p lication s, renew als, e tc . B ecau se of this arrangement, 
th ese boards a re  s e v e re ly  handicapped at various peak periods during 
each y e a r when the p ro cessin g  of th ese renew als develops. In the inter­
e s ts  of m o re  efficien t m anagem ent and b e tte r  accountability, it is sug­
gested  that ser io u s consid eration  be viveri to the establishm ent, as an
COPY
February 5, 1954
Very truly yours,
M JL :k
MARTIN J .  LYDON 
President
D EPA RTM E N T O F CIVIL SERVICE AND REGISTRATION
G E N ER A L D EPA RTM EN T REPORT NO. 54-13
u ‘ T  ^  V4i0lUiueu 11 tne loregoing suggestions
• m atter that in no w ise 
inses by the resp ectiv e 
a re  favorably actedupon.
Inasmuch as nothing has been done in th is regard , it is  again repeated.
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In thU;COme The previous audit rep ort indicated a discrepancy in the cash  of $ 3 8 3 .0 0 . 
c° nnec *°n it was noted that the Bonding Company reim bu rsed  the Board fo r this
amount during the current audit period.
Handling of R eceip ts : In th is connection the previous audit report stated , as follow s:
P reviou s audit rep o rts  have noted that se v e ra l p ersons handle the 
ca s  re ce ip ts . Recom m endations have been repeatedly made that the 
lvision of R egistration  together with the C om p tro ller's  Bureau study 
is  situation in an effort to estab lish  resp onsib ility . Had th ese re co m - 
men ations not been constantly ignored, the m isappropriation of funds 
by unknown persons would undoubtedly not have occu rred .
B ecau se  of the p resen t sy stem , it is  im possib le to fix  responsib ility  
because s c a rc e ly  any internal control is  available. In th is connection 
certa in  fundamental precautions a re  n e ce ssa rily  im portant to insu re 
proper handling of future re ce ip ts . These include:
1. One person should open the m ail, record  a ll item s.
2. A separation  of duties is  n ece ssa ry  so that the sam e person
w ill not p ro cess  renew als, e t c . , from  inception to 
com pletion.
3. A periodic rotation of duties would also  insu re m ore efficien t
accounting control.
4. R eceipts should be deposited intact each d a y ."
With regard  to the foregoing, it was again noted that the opening of the m ail and the 
recording of a ll item s is  s t il l  not confined to one em ployee.
It, th erefo re , is  again suggested that one em ployee be designated to open a ll m ail 
and record  the contents in one contro l cash  book befo re  its  distribution fo r  p ro cessin g .
Renewal C e rtifica te s : Renewal C e rtifica te s  fo r N urses and Attendants a re  s t il l  
issued annually to approxim ately 42 , 500 re g is tra n ts  fo r a $ 1 .0 0  fe e . It is  again Sug­
gested in the in terests  of economy, e t c . , that consideration be given to issu ing th ese r e ­
newals every two y ears at double the p resen t fee .
Re-Exam ination P r iv ile g e s : Under the existing sta tu tes applicants fo r  c e r t if ica te s  
as R egistered  N urses and L icensed  Attendants who have failed th e ir  exam ination may 
take another exam ination within one y ear without payment of an additional fee . It is  sug­
gested that legislation  be sought re la tiv e to the elim ination of this fre e  second exam ina­
tion and that fe es  be charged fo r a ll exam inations.
BOARD O F REGISTRATION IN MEDICINE R EP O R T NO. 54-15
T ra n sfer of Incom e R eceip ts -  Cash Book: The previous audit rep ort comm ented to 
the effect that deposits of re ce ip ts  w ere not being made daily as requ ired . It was also  
indicated in that rep ort that the cash  book was not properly handled in that no distinction 
was being made as to m onths, pages w ere not always totaled and ruled and totals were 
inserted in pencil ra th er than ink.
It was noted in connection with the cu rren t audit that the foregoing shortcom ings have 
been rem edied.
C e r tific a te s : The previous audit report noted that 192 applicants w ere e lig ib le  fo r 
c e r t if ica te s  which w ere on hand at that tim e but had not yet been sent to be engrossed .
The rep ort suggested that arrangem ents be made to send them promptly to those entitled.
It was noted in connection with the cu rren t audit that those c e r t if ica te s  of su ccessfu l" 
applicants a re  now being promptly forwarded.
Suspense Account: Sev era l previous audit rep orts have stated  in th is regard  as 
follow s:
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certified^statf^rwin?^’ ^  saspense accounts tor examinations and 
or prooi finiv tv, S a te  m erelV reference accounts -without control 
given ^ n 'a n ^ w  e ' " V " 68 are put ln suspense which cannot be 
as those waitimr acceptance. Item s in suspense, such
! item s
o<?P m i i i n m ___ , . r  0 i  — '•vjimuh.c ,  i   ,
It is  recommpifrtPrt ^ r * i l° nS* a re  not considered suspense ite s, 
le r ’ s Burel^ S t u d t  tn f he ° lvlslon 0{ Registration and the Comptrol-
Inasmuch as nothing has been done in this regard, attention is  again called  to it . 
“  05 Board’ s M eetings: In this connection the previous audit rep orts stated
It was again noted that applicants for certifica tes to practice 
m edicine who qualify through endorsement and National Board c e r t i­
fication  a re  issued ce rtifica te s  by m eans of a vote of the Board of 
M edicine which is  recorded in the m inutes. However, there is  no 
reco rd  in the m inutes relative to the resu lts of the examination and 
re-exam in ations held for regular qualifying applicants. "
Inasmuch as no change has been made in the present practice, it is again recom­
mended that the re su lts  of a ll examinations and re-exam inations be also made a part of 
the board m inutes.
E x ce s s  of D isbursem ents Over R eceipts: Attention is directed to the fact that the 
appropriation expenditures of this Board exceeded its revenue during the fiscal year 
ended Ju ne 30 , 1953 in the amount of $600. 88.
R eg istratio n  of P h y sica l Therapists by W aiver: At the date of the previous audit 
the d isposition  of re ce ip ts totaling $ 2 ,4 4 0 .0 0  representing 488 applications for registra­
tion as P h y sica l T h erap ists  by w aiver was s t ill  pending. It was noted at that time that 
th ese  applications w ere being held until Chapter 656 of the Acts of 1951, under which the 
applicants w ere to be re g iste red , could be clarified  by the Courts.
In th is connection, as the resu lt of an action brought by a society of Physical Thera­
p is ts  th is board was ord ered  to re g is te r  certain  m em bers of that society.
T h ese  applicants and o th ers e lig ib le  under the law were subsequently registered so 
that of the 488 applicants pending at the tim e of the previous audit 389 have already been 
re g is te re d  and 62 have rece iv ed  refunds. There s t ill  remain 37 pending applicants as of 
the date o f th is exam ination.
The deadline fo r  applying fo r  reg istra tio n  by waiver was set at March 1, 1952 by the 
aforem entioned statu te .
BOARD O F REGISTRATION  O F HAIRDRESSERS REPORT NO. 54-16
C hecks Signed in B lan k : It was noted that occasion ally  bank checks were being 
signed in anticipation  of being used. It is  advised that this p ractice  be discontinued im­
m ed iately . The p o ssib le  dangers a r e  obvious.
Expenditu res. C hapter 561 o f the A cts of 1951 provides in part as follows:
that the s a la r ie s  and expenses o f the m em bers of the board, and 
‘^ \ “ pc'ls e s  o f.*he board> Shall not be in e x ce ss  o f the re ce ip ts for 
re g istra tio n  and from  oth er so u rces  receiv ed  by the sta te  tr e a su re r
• th ls c0 " " ection  “  "« ted  that th ere was again an ex cess  of expenditures over re 
ce ip ts fo r  the f is c a l  y e a r ending Ju ne 30 , 1953. “ ‘ <¡5 over re -
BOARD O F REGISTRATION O F PROFESSIONAL 
ENGINEERS AND LAND SURVEYORS
R E P O R T  NO. 54-17
Applications and C e r tifica te s : At p resen t an application is  consid ered  to h 
ing until the Board takes action when the applicant is  e ith er approved r e l e r t n  pend~ 
c a se  is  d eferred  awaiting a written exam ination. * 1 ted ° r  his
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revive nT 10n iS Cadled t0 tf>e fact that applicants re jected  may at any subsequent date 
this Boa - d *  ° rig ln al applications with no ch arge. It is  understood that sin ce  1941, when 
it « a «  0rganl2ed> tllere  have been no w ritten exam inations. In th is connection
tn take a owev e r, that while th is audit was in p ro g ress 249 applicants w ere notified 
n?,r in exam ination which will be given on November 14, 1953. 
ciiintt th lnf „  o p^o g re ss  °1 this audit consid erable difficulty was experienced in recon - 
an n licatirm ih  Wdb cert;ifica te s  issued. In this connection it was noted that 32
h , ,  3 een rev ’ved from  the re jec te d  file  of P ro fess io n a l E ngineers and had
T H Suri/o C6r h ^ i ! 68’ Was a*so n° t ecl that 5 applications in the re jectio n  file  of 
r ^  th f  hf d been revived and c e r t if ica te s  subsequently issued.
flic  .„ „ „ e • 3 j  °  3udd th ere w ere 874 applications which could be term ed  "pending" on f ile , com p rised  as follow s:
A ctive Pending (awaiting B oard  action) 
R ejection s
Awaiting W ritten Exam inations
124
500
250
874
In connection with the foregoing attention is  ca lled  to Section  8 IB  of 
the Acts of 1941 which s ta te s : Chapter 643 of
"T h e Board sh all exam ine applicants fo r  re g istra tio n  as re g iste red  
professional engineers and as re g is te red  land su rv e y o rs . It sh all 
make such ru les and regulations as a re  n ece ssa ry  o r  prop er fo r  the 
proper conduct of its  duties. The board m ay adopt and sh all use an 
o ffic ia l s e a l . "
In view of the foregoing it is  suggested that the Board  could adopt the ru le that r e ­
jected  applications may be revived only within a  reasonable stipulated period.
iS fu rth er su6gested that a card  file  be m aintained fo r  a ll pending ite m s, whether 
they be active, re jec te d  o r  awaiting exam ination. A sep arate  card  fi le  should be kept 
fo r a ll item s removed because of fo rfe itu re  of p riv ileg es.
Renewal C e rtifica te s : Renewal c e r t if ica te s  fo r P ro fess io n a l E n gin eers and Land 
Surveyors a re  issued annually to approxim ately 6, 500 re g istra n ts  fo r  a $2. 00 fe e . It is 
suggested in the in terests  of economy, e t c . , that consid eration  be given to issu in g the 
renewals every two y e a rs  at double the p resen t fee .
BOARD OF REGISTRATION OF A RCH ITECTS R E P O R T  NO. 54-18
Applications on F ile : In th is  connection the previous audit rep o rt s ta te s :
"Section  44C of Chapter 696 of the A cts of 1941 s ta te s  in part as 
follow s:
'T h e  Board m ay m ake such ru les or by -law s, not incon­
s iste n t with law, as it may deem n ecessa ry  in the perform ance 
of its  d u tie s .'
"T o  expedite the p rocessin g  of applications and to keep the number 
of pending applications at a minim um , the Board , at a m eeting held on 
A pril 17, 1950 voted:
'An applicant would not be entitled to refund of applica­
tion fe e  a fte r  he had subm itted to e ith er interview  o r  w ritten 
exam in ation .'
"A t a m eeting of the Board  on O ctober 2 , 1950, the following vote 
was taken:
'A ll applications on f ile  over two y e a rs  a re  voided and 
no refunds a re  to be made on s a m e .' "
In connection with the foregoing it was noted that on the date of audit th ere  w ere 67 
applications in th is pending f i le .  It was fu rth er noted that se v e ra l of them had been in
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this category longer than two y e a rs . It was also  noted that the application of one indivi 
ual which was re jec te d  se v era l y e a rs  ago had been revived and placed in this pending 
f ile  during the cu rren t period and the applications of th ree o th ers which had previously 
been proven inelig ible and placed in the inelig ible file  w ere revived and issued c e r t i f i ­
ca tes  during the cu rren t audit period.
P reviou s audit rep orts have suggested that when an application is  finally  disapproved 
that the fee  be returned im m ediately to the applicant without awaiting a form al requ est. 
Inasm uch as nothing has been done in this regard , the recom m endation is  again made and 
it is  hoped that it w ill prove a m eans of disposing of many of the pending item s.
BOARD OF REGISTRATION OF DENTAL EXAMINERS R E P O R T  NO. 54-20
Annual R eg istration : Chapter 112, Section 44 of the G eneral Laws s ta te s  that:
"E v e ry  re g iste red  d entist, when he begins p ra c tice , sh all notify 
the Board  of h is add ress and sh all pay a fee  of two d o llars before  
A pril 1st of each y e a r . "
The previous audit rep ort noted that approxim ately 2 1/2%  of the previous y e a r 's  
re g istra tio n s had not been renewed, and recom m ended that the Board , by correspondence 
o r o th erw ise, follow up on som e m ethodical b a s is  a ll those in stan ces of reg istra tio n s in 
the previous lice n se  y e a r that did not re g is te r  in the cu rren t year.
It was noted in connection with this audit that approxim ately 5% of the previous y e ar's  
re g istra tio n s had not been renewed.
Bonds: It was again noted that the s e c re ta ry  of the board is  not bonded. The senior 
c le rk , who actually  handles the o ffice  cash  is ,  however, bonded now by the blanket bond 
issued to the D ivision of R egistration .
BOARD O F REGISTRATION IN EMBALMING 
AND FUN ERAL DIRECTING R EP O R T NO. 54-21
Cash R ece ip ts : It was noted that cash  re ce ip ts  a re  not being deposited daily with 
the State T re a s u re r  as is  requ ired . Steps should be taken to remedy th is situation at 
on ce .
Cash Book: It was noted that the colum ns in the cash  book a re  not being ruled off 
each  month. Page to tals a re  inserted  in pencil ra th e r than ink. It is  suggested that 
th ese m a tters  be co rre c te d  forthw ith.
A pprentice R eg istra tio n s: P rev iou s audit rep orts have indicated that there were 7 
applications with fe es  totaling $ 1 1 .0 0  which had been received p rio r to January 1, 1950.
It is  again suggested that they be form ally  disposed of as it appears doubtful that the indi­
viduals concerned w ill ev er appear fo r  th e ir  resp ectiv e  exam inations.
E m balm ers R e-exam in ation s: P rev iou s audit rep o rts  a lso  noted that there were on 
hand th ree applications together with fe e s  aggregating $ 1 5 .0 0  which had been received 
p rio r  to January 1, 1948.
In this connection it was noted that the Board had refunded two of th ese item s during 
the period under audit.
U nlicensed Fu n eral D ire c to r : This c la ss ifica tio n  includes those individuals who 
have passed the requ ired  Funeral D ir e c to r 's  exam ination but w ere not actually  licensed 
becau se they do not have within the Commonwealth a funeral establishm ent which has 
been approved by this Board in accord an ce with statute.
T hese individuals a re  re g iste red  by the Board as such, and m ust annually renew this 
re g istra tio n  and pay the p rescrib ed  fee  of $10. 00.
In th is connection the previous audit rep ort noted that in th ese in stan ces no form al 
reg istra tio n  card o r lice n se  is  issued. T h ere is  issued a m imeographed acknowledge­
m ent. Inasmuch as this p articu lar form  is  not prenum bered, the checking of the incom e 
from  th is so u rce  through this medium was obviously im p ractica l. It is  th erefo re  again 
suggested that prenum bered rece ip ts be issued to acknowledge fe es  from  this sou rce.
Apprentice Registrations and Renewals: The same se rie s of certificates are used 
for registrations and annual renewals - for registration the higher numbers of the serie s 
are  used and for renewals the lower numbers of the series.
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This method of handling apprentice c e r t if ica te s  is  un n ecessarily  com plicated.
It is  suggested that d ifferent types of form s be used.
BOARD O F REGISTRATION O F BA RB ER S REPO RT NO. 54-22
R eceipts V ouch ers: In this connection the previous audit report s ta te s :
" I t  was noted that in many instan ces deposits of rece ip ts w ere not 
being promptly made. In this connection Section 27 of Chapter 30 of 
the T ercen ten ary  Edition of the G eneral Laws sta te s :
’ Except as otherw ise exp ressly  provided, a ll fees or 
oth er money received  on account of the commonwealth shall 
be paid daily into the treasu ry  th ereof, but if in the opinion 
of the com m ission  on adm inistration  and finance and the 
sta te  tr e a s u re r  the in te re sts  of the commonwealth requ ire , 
payments may be made weekly in accord an ce with such ru les 
and regulations as the sta te  tre a s u re r  may p r e s c r ib e . '"
Inasmuch as nothing has been done in this d irection , it is  again recom m ended that 
deposits be made in accord an ce with the foregoing.
BOARD OF REGISTRATION IN PHARMACY REP O R T NO. 54-23
Registration Renewals - P h arm acists  and A ssistan t P h a rm a cis ts : At p resen t a r e ­
newal application with a card attached is  m ailed to the re g istra n t annually for renew al. 
When the application together with the card  and the renew al fee  is  returned to the B oard , 
the cash is recorded. The application and card  a re  sim ultaneously num bered with a 
hand numbering m achine and subsequently, the application is  filed  while the card  is  r e ­
turned to the reg istran t.
It is  suggested that only the application fo r renewal be sent to the re g istra n t, and 
when the renewal fee is  received  a prenum bered renew al c e r t if ica te  be issued to the 
registrant.
It was fu rther noted that renewal card s for P h arm acists  and A ssistan t P h arm acists  
are issued annually for a $2. 00 fee to approxim ately 5, 600 re g is tra n ts . It is  suggested 
in the in terests  of economy, e t c . , that consid eration  be given to issuing th ese renew als 
biennially at double the present fee .
T ravel -  State C a rs : T h ere a re  four agents attached to the Board of R egistration  in 
Pharm acy, each of whom have the use of a state-ow ned autom obile fo r which weekly r e ­
ports a re  submitted to the Board .
It was noted that th ese weekly rep orts include only the m ile s  traveled  but do not 
show the respectiv e locations of the v is its  m ade. It was explained, however, that slip s 
giving this inform ation accom pany the rep orts but they a re  filed , a fte r  approval by the 
Board se c re ta ry , by city  o r town.
It is  suggested that copies of such slip s be prepared in duplicate and that one copy 
be attached to the weekly rep orts and the oth er copy be filed  according to city  o r  town so 
that this m ileage may be m ore easily  identified.
STA TE EXAMINERS O F ELECTRICIAN S R EPO R T NO. 54-24
Numbering of R eceipts V ouch ers: It was noted that the R eceip ts V ouchers w ere not 
being numbered as is  p rescrib ed  in the C o m p tro lle r's  Accounting Manual. It is  sug­
gested that th is situation be co rre cted .
BOARD O F STA TE EXAMINERS O F PLU M BE R S REP O R T NO. 54-25
Incom e: Attention is ca lled  to the fact that fo r the 1952 f isc a l year the expenses 
exceeded the incom e of this board by $ 2 ,1 0 1 . 99 and fo r the f isca l y ear 1953 the expenses 
exceeded the incom e in the amount of $ 2 ,7 0 1 .9 1 .
Exam inations: It was noted that the pending applications fo r exam ination included 
32 which w ere dated p rior to the 1951 calend ar y ear. It is  suggested that the status of 
th ese applications be reviewed.
48 P .D . 6
BO A RD  O F  R E G IST R A T IO N  IN C H IR O PO D Y (PO D IA T R Y ) R E P O R T  NO. 5 4 -2 7
Expenditures: Section 12C of Chapter 13 of the T ercen ten ary  Edition of the G en eral 
Laws s ta te s  in part as follow s:
. that the s a la r ie s  and expenses of the m em bers of the board , 
and the expenses of the board, sh all not be in ex ce ss  of the rece ip ts 
fo r reg istra tio n  and from  oth er so u rces  received  by the sta te  tre a s u re r  
from  the b o a rd ."
In th is connection it is  noted that th ere was an e x ce ss  of expenditures over rece ip ts 
fo r  the f is c a l  year ending June 30 , 1953 in the amount of $3, 655. 08.
D EPA RTM EN T O F MENTAL HEALTH
GEN ERAL D EPA RTM EN T R EP O R T NO. 54-29
P atien ts ' Funds: It was noted in certa in  in stan ces that le t te r s  of authorization for 
d isbu rsem en ts w ere e ith er m issin g  o r  m isfiled . It is  suggested that a standard num­
b ered  form  le tte r  be used to authorize bank withdrawals o r d isbu rsem en ts. It is  also 
suggested that they be filed  num erically .
It was a lso  noted that the c le rk  handling th ese wage and cash rep orts is  not bonded.
It is  suggested that step s be taken to arran g e a bond.
P lan s and Sp ecification s D eposits: The previous audit rep ort called  attention to the 
method of handling and disposing of ce rtifie d  checks rece iv ed  as deposits on plans and 
sp e cifica tio n s. In connection with the cu rren t audit, se v e ra l ch eck s w ere noted which 
w ere kept on hand for m ore than a y e ar. It is  th ere fo re  again recom m ended that all 
such ch eck s which have been held beyond the d eclared  lim it be forfeited  and sen t to the 
State T re a s u re r  as incom e.
Sp ecial A ppropriations: It was noted that the balan ces of the various sp ecia l appro­
p riation s which had been authorized by Chapter 599 of the A cts of 1948 and which were 
com m ented on in the previous audit rep ort w ere reverted  to the Commonwealth during 
the cu rren t audit period.
Sp ecial appropriations in this D epartm ent fo r 1953 totaled $ 1 6 ,1 9 7 , 5 0 0 .0 0 . In addi­
tion, the sum of $ 1 7 0 ,8 8 5 .0 0  was made available by tra n s fe r  from  the C om ptroller's 
R eserv e  fo r C ontingencies Fund.
The unexpended balance fo r  sp ecia l appropriations on June 30 , 1953 amounted to 
$ 2 4 ,6 0 0 ,7 3 2 .6 7 .
C on tracts -  Low Bids Not A ccep tab le : It was noted that two con tracts  were awarded 
to the second low est bidd ers of record . The reasons advanced by Departm ent o ffic ia ls 
fo r  th ese action s follow:
1. Low est bidder made an e r r o r  of $ 1 2 ,0 0 0 .0 0  in estim ate. Allowed 
to withdraw.
2. Low est bidder fa iled  to f ile  sufficient bid secu rity .
Numbering of C on tracts : In th is connection the previous audit report stated :
"It  is  recom m ended that a ll con tracts  be se r ia lly  numbered when 
awarded in ord er to m aintain m ore efficien t control. "
As th is has not yet been done, the recom m endation is  repeated.
A cceptance of C onstruction C on tracts : In this connection the previous audit reDort 
stated :
"It is  a lso  recom m ended that the arch itec t and the superintendents 
of the resp ectiv e  institutions notify the departm ent by le t te r  of the com ­
pletion of each p ro jec t. These le tte rs  should be kept on file  with the 
le t te r  of acceptance by the departm ent. "
Inasmuch as this suggestion has not yet been adopted, it is  consequently r e p e a t e d
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Compensation on C ertain  Sub-bids: On those occasion s where no record  appears of 
sub-bids fo r an item o r  item s listed  in Item 2 of the proposal form , this fact is  so noted, 
and the listing  of sub-bids is  issued to the bidders and no amount is  included by bidders 
opposite such item . Sub-bidders a re  subsequently reinvited fo r this sp ecific  work and a 
selectio n  is  made on a com petitive b a sis  and accepted by the general con tractor.
Until recen tly , requ ests by a general con tractor fo r a 5% profit fo r coordinating and 
handling such su b -co n tracts  and 1 1/2%  for his bond w ere denied by this Department in a 
form le tte r  which re ferred  to pages 3, 4, 5 and 6 of the contract where the procedure 
fo r handling sub-bid s is  listed . This form le tte r  reads in part as follow s:
"T h is  procedure does not make any provisions for a change in 
com pensation to the general co n tracto r e ith er adding to o r deducting 
from , as the ca se  m ay be, when su b -co n tracto rs  a re  in creased  o r 
d ecreased . It is  assum ed that the general co n tracto r has included 
the percentage fo r  the coordination and handling of su b -co n tracts  in 
Item I of his bid. "
This le tte r  signed by an o ffic ia l of the Departm ent of Mental Health was used in con­
nection with the refu sal of additional compensation on a p ro ject at Westborough State 
Hospital in August 1951.
However, on another p ro ject at the W alter E . Fernald  School Colony another con­
tractor applied for and received  compensation w here an apparently com parable situation 
existed.
In this la tter connection a le tte r  to the Departm ent of M ental Health, the D irec to r 
and Chief Engineer of the then M assach u setts Public Buildings C om m ission s ta te s :
" . .  .In  view of the fact that no re g istered  sub-bid s w ere receiv ed  
for this work in the original bidding, the Com m ission is  of the 
opinion that the con tractor is  entitled to norm al 5% profit plus bond 
in the actual su b-con tract am oun t.. .  ”
This le tte r apparently created  a precedent and subsequently requ ests fo r profits 
were apparently granted. This m atter was d iscussed  with the D irec to r  of the M assach u­
setts  Public Buildings Com m ission and the Chief Engineer of the D epartm ent of M ental 
Health who agreed that th ere was apparently no legal provision fo r such action . The 
D irector further indicated that no law was violated because the law does not prohibit 
such action.
It would th erefore appear that a ruling by the Attorney G en eraT s o ffice  should have 
been obtained to c la rify  this situation.
Work Done Not in C ontract: In checking the co n tra c ts , a rep ort by an engineer 
employed by this D epartm ent, which concerned a v is it made to a State institution by him 
together with an a rch ite c t’ s rep resen tativ e to check on rep o rts  that the co n tracto r was 
not properly fu lfilling his co n tract, included the following allegation s:
1. The s la te  was removed en tire ly  from  the existing adm inistration
building. This s la te  was in fine condition and has disappeared 
from  the job s ite .
2. The sheathing, ra fte rs  and ridge have been rem oved. The
sheathing has been cleaned and stacked fo r  shipment and the 
ra fte rs  and ridge have disappeared from  the area .
3 . A com plete new roof is  up and covered with building paper.
4. C oncrete has been poured fo r new front step s which will be
finished by fancy brickw ork design.
5. Alm ost a ll w alls and ceilin g s in the existing adm inistration
building have been stripped of p laste r in preparation fo r new 
co ats. Some of the lathing has been removed.
6. A new cesspool and dry well have been built (tem porary only).
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7 . The existing main en trance, which is  very ornam ental, in good
condition, and has ju st been painted is  to be to m  down and r e ­
placed with a new exact duplicate now in the p ro cess oi fa b r i­
cation.
8. Stagings a re  built in preparation fo r removing clapboards from  all
old buildings. Incidentally , th ese clapboards have ju st been 
painted under the p resen t con tract.
9. The "c le r k  of the w orks" when question as to why he condoned the
above work stated that a rep resen tativ e of the con tractor to ­
geth er with a m em ber of the M assach u setts P ublic Buildings 
C om m ission  inform ed him that the work was to s ta r t and out­
lined the nature of sam e. The "c le r k  of the w orks" was under 
the im p ression  that the m em ber of the M assach u setts Public 
Buildings C om m ission was a ll the authority n ecessary  to p er­
m it the new work.
10. The m em ber of the a rc h ite c t 's  firm  made a reco rd  of a ll the addi­
tional renovation.
11. The "c le r k  of the w orks" was instru cted  to stop a ll work not in the
p resen t co n tract. He said he could not do this until he had con­
tacted h is  su p erio r and la te r  inform ed the engineer of the D epart­
m ent that on telephoning his su p e rio r 's  o ffice  "no one was th e re ".
It was fu rth er noted in th is connection that a change ord er fo r m ore than $ 7 3 ,0 0 0 .0 0  
was disapproved by the Com m ission on A dm inistration and Finance but many of its  fea­
tu res  w ere la te r  incorporated in C ontract #2  with another con tracto r.
It was also  noted that final adjustm ents and payment had not been made on the o rig ­
inal co n tract as of O ctober 20, 1953.
Suspense Accounts R eceiv ab le : It was noted that a previous audit re p o rt's  recom ­
m endation has been com plied with and that a Suspense Accounts R eceivable account has 
been  incorporated  in the gen era l led ger.
The balance in th is account should o rd inarily  rep resen t those accounts with the At­
torney G en eral fo r  co llectio n . A ctually , however, th is balance exceeds the amount as 
shown by the reco rd s in the D epartm ent of the Attorney G eneral. The reason fo r the 
v a r ia n ces  is  that the D epartm ent continues to add cu rren t ch arges. When the Attorney 
G e n e ra l's  o ff ice  is  ready to proceed with a ca se , the Department is  notified and the case 
re co rd  is  brought up to date.
The b illin g  section  of th is D epartm ent m aintains two listin g s, one of which shows 
accou nts no longer being b illed  and the o th er showing accounts curren tly  being billed even 
though they have been previously re fe rre d  to the Attorney G eneral. The total of these 
lis tin g s co m p rise  the Suspense Accounts R eceivab le  account in the general ledger.
As of August 31 , 1953, th ere  w ere 164 accounts with the Attorney G eneral for co lle c ­
tion with a book value of $ 3 1 0 ,0 7 8 . 63.
Accounts R eceivab le , Board  of P atien ts -  V erification  N otices: M ore than 1,200 
v e rifica tio n  n otices w ere m ailed to those persons of record  who w ere apparently respon­
s ib le  fo r  board of patients rem aining unpaid as of Septem ber 1, 1953. Of th ese 75 were 
returned by the P o s t O ffice as "unable to d e liv er"  and 442 w ere returned indicating 
agreem en t with amounts quoted. T h ere w ere also  56 returned with questions, com m ents, 
e tc . T hese w ere checked and le t te r s  of explanation w ere returned w herever they ap­
peared n ece ssa ry .
O verch arges -  Accounts R eceivab le , Board of P atien ts: Included with the 56 v e r if i­
cation  n otices returned with questions, com m ents, e t c . , w ere 10 w here the resp onsib le  
person concerned contended that the amount due as shown on the notice was in e x ce ss  of 
prop er ch arge. T hese w ere traced  and it was found that the o verch arges w ere due to 
fa ilu re  to note in the reco rd s term ination of hospitalization due to death o r d isch arge and 
the D epartm ent adjusted the accounts accordingly. The total adjustm ent fo r  such o v e r­
ch arg es totaled $2, 150. 26.
Com parison of Returns from  Hospitals with L ed gers: To properly b ill o r  cred it a c ­
counts fo r  patients' board, it is  n ecessary  to have com plete cooperation from  the
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institutions involved. The institutions return weekly rep orts of "A d m issions and D is­
m is s a ls "  but they a re  not com plete. It was noted in checking the adm issions that the 
relationship  of the patient to the person responsib le fo r board was om itted in sev era l 
c a s e s . When th is inform ation is  not furnished, the D epartm ent billing  o ffice  is  p re ­
cluded from sending a b ill until an investigation has been completed.
Change of Status of a P atien t: Many institu tions do not show the "change of s ta tu s" 
on the re g is te r  sent to them each month. On escap es , v is its , and returned from  v is it , 
the institution should include this inform ation besid e the p atien t's nam e. With th is in­
form ation, the billing o ffice  w ill be able to cu rren tly  m aintain its  re co rd s.
Debit and Credit A djustm ents: In connection with th is exam ination the debit and 
credit adjustm ents in the Institution Incom e Accounts R eceivable w ere analyzed for the 
month of D ecem ber 1952. The debit adjustm ents totaled $14, 663. 56 and the cred it ad­
justm ents totaled $ 7 9 ,0 1 0 . 67, the d etail of which follow s:
A nalysis of D ebit Adjustm ents
Return from  V isit $ 9 ,2 0 9 57
Billing Charge Omitted 2, 576 33
To C o rrect B illing  Status 2 ,4 1 8 39
Payment Credit in E r ro r 308 86
T ran sfer to Active Account 100 00
Absorb Credit Balance 50 41
$14 ,6 6 3 j>6
A nalysis of Credit Adjustm ents
Canceled by Division of Support and Settlem ent $ 5 1 ,6 6 4 58
Death, D ischarge, V isit o r T ra n sfe r  Not Noted 8 ,8 7 8 76
Change of Payor 8 ,2 4 1 67
Settled by Attorney G eneral 7 ,1 5 8 18
Payment Credit in E r ro r 1 ,9 1 0 70
Veteran Adm inistration to M aintain 398 61
D ecrease of Rate 376 59
Payment Not Credited 141 44
Incorrectly  Computed 140 14
T ran sfer to Active Account 100 00
$ 7 9 ,0 1 0 67
It is  recommended that th ese Debit and Credit A djustm ents be num bered con secu ­
tively and that they be recorded in a book kept fo r that purpose. T hese adjustm ent slip s 
a re  not filed in any organized m anner and can easily  becom e lo st o r  m isla id .
Institutions -  Monthly F in ancial R ep orts: P rev iou s audit rep o rts  have stated :
"T h e Institution Fin ancial Reports which a re  subm itted monthly to 
the Department of M ental Health a re  apparently not being recon ciled  
with the control financial reco rd s in the D epartm ent.
" It  is  suggested that the D epartm ent in stru ct the T re a s u re r  of each of 
its  institutions to include in th eir  resp ectiv e  monthly rep o rts  a com plete 
an alysis of the 'C o llectio n s -  Board  of P a t ie n ts '."
As th is suggestion has not been adopted, attention is  again called  to it .
T ru st Funds: In Ju ly  1951, a check in the amount of $582. 19 was rece iv ed  from  the 
E state  of E llen  P . Drew to be known as the Sarah A. Drew T ru st Fund and "to be used 
for the c a re  of the in san e". This item was co rre c tly  entered on the D epartm ent's books 
but la te r  was in co rrec tly  posted when the cash  was sent to the State T re a s u re r  and has 
not appeared on the D epartm ent’ s books sin ce  O ctober 1951.
It was noted that the State T re a su re r , on June 5, 1953, invested part of the cash  in 
se c u r itie s  as follow s:
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P u rch ase of U. S. 3 1 /4  Bonds due June 15, 1983-78 ® 
98 5 /8  b a s is  3 .2 8  
33 Days A ccrued In terest
$500 00 
1 48
Discount on Above Bond
$501 48 
6 87
$494 61
The reco rd s in both the Com ptroller’ s Bureau and in the State T re a su re r ’ s  o ffice  
now show in th is  connection:
Investm ents $ 5 0 0  00
Cash 87 5 8
$587 58
It was noted on June 30 , 1953 that the proper accounts w ere reopened on the D epart­
m ent’ s  books.
Com parison of Cash C ollections Account of P atien ts' Board : A comparison follows 
showing certa in  inform ation regarding som e y ears during which this Department oper­
ated its  B illin g  Section  m anually as com pared with the cu rren t m achine system . The 
y e a rs  from  1944 to 1949 inclu siv e, show operations under the original system  and the 
y e a rs  1950 to 1953 show operations under the m achine system :
S a la rie s Collection Increases
F is c a l and Cost P e r
Y e a r C ollection s Expenses D ollar Collections Expenses
1944 $ 1 ,0 5 1 ,8 3 5  36 $ 3 8 ,0 4 7  40 .0 3 6 _
1945 1 ,0 7 6 ,2 9 4  41 3 8 ,0 6 3  06 .0 3 5 $ 2 4 ,4 5 9  05 $ 15 66
1946 1, 152 ,697  91 41, 175 57 . 0357 7 6 ,4 0 3  50 3 ,112  51
1947 1 ,2 0 0 ,4 1 1  39 4 8 ,1 5 5  42 .0401 47 ,7 1 3  48 6 ,979  85
1948 1 ,2 4 7 ,2 6 3  80 5 0 ,3 7 8  63 .0 4 0 4 4 6 ,8 5 2  41 2 ,223  21
1949 1 ,2 9 4 ,4 2 7  19 55 ,7 3 7  38 .0 4 3 0 47 ,1 6 3  39 5,358  75
1950 1 ,3 7 9 ,7 3 0  07 8 5 ,4 1 1  56 .0 6 1 0 85 ,3 0 2  88 29 ,674  18
1951 1, 55 1 ,7 3 3  67 9 2 ,7 7 0  89 .0 5 9 8 172 ,003  60 7 ,3 5 9  33
1952 1 ,8 2 9 ,6 9 8  97 1 03 ,326  75 .0 5 6 5 2 7 7 ,9 6 5  30 10 ,555  86
1953 2 ,0 5 4 ,9 4 8  62 102 ,803  49 .0 5 0 0 2 2 5 ,2 4 9  65 523 26*
* D ecrea se
C o llectio n s, th e re fo re , w ere $ 2 2 5 ,2 4 9 .6 5  m ore in 1953 than in 1952; however, a t­
tention is  ca lled  to the fa c t, a s  indicated in the above table, that th ere  has been a tend­
ency toward in creased  co llectio n s fo r many y e a rs , but in no w ise has this in crease been 
com p arable with the ra te  of in cre a se  of expenditures of the sev era l institutions.
L A K E V IL L E  ST A T E  SANATORIUM REPO RT NO. 54-30
In tere st on P a tien ts ' Funds: As of the date of audit the in terest account in the P a­
tie n ts ' Fund led ger indicated a balance of $56. 91 and represented  the in terest that had 
accum ulated on the savings bank account.
It is  recom m ended that this item  be rem itted  to the State T re a su re r  as m isce lla ­
neous incom e and that such additional in te re st be rem itted  cu rren tly .
P a tien ts ' A ccounts: It was noted that m ore than 50% of the accounts in this fund 
belong to fo rm e r patients. It is  fu rth er noted that the m ajo rity  of th ese patients have 
been discharged sin ce  Ju ly  1, 1952.
It is  recom m ended that an effort be m ade to return th ese b alan ces.
Bond: It was noted that the canteen c le rk , who handles Canteen Funds, is  not 
bonded. It is  recom m ended that step s be taken in this direction.
MONSON ST A T E  HOSPITAL R EP O R T NO. 54-31
Bad C hecks: Included with the cash on hand was a check dated May 15, 1953 in the 
amount of $ 1 4 1 .4 4  which had been returned by the bank because o f "In su fficien t Funds".
P .D . 6 53
,™ Sn^ ! e,CKk 1hfud orig in ally  been accepted as payment fo r  the board of a patient. It was 
. , at t le superintendent and the tr e a su re r  have each w ritten to the m aker of the
regarding reim bu rsem en t, but to no avail. It is  suggested that the Attorney Gen­
e ra l be advised so that the n ecessa ry  action m ay be taken.
E x cise  T axes on T oll Telephone C a lls : Em ployees of th is institution who m ake p er­
sonal toll telephone ca lls  through the fa c ilit ie s  of th is institution and who subsequently 
make re im bu rsem ent th erefo re  do not pay a fed era l e x c ise  tax on such c a lls .  It is  r e c ­
ommended that the n ecessa ry  arrangem en ts be made to b ill em ployees fo r the e x c ise  
tax on these personal toll c a lls .
Canteen Shortage: The recon cilia tion  o f the canteen inventory through sa le s  indi­
cated a shortage of $ 1 4 0 .0 5  o r  I .  47% of s a le s  fo r  the audit period. This would appear to 
be excess iv e  and steps should be taken to contro l the inventory m ore effectiv ely .
Farm  Report: The 1952 farm  rep ort showed a lo ss  fo r  the 1952 y ear of $17, 8 4 3 .3 7  
as compared to a lo ss  of $ 5 ,3 2 5 .7 7  fo r the previous farm  y e ar. This was p rin cip ally  due 
to in creases  in the purchase of grain  and co st of personnel s e r v ic e s .
The com parison of the production and deaths of Hens, Chicks and P ig s was noted as 
follows:
Hens
Chicks
Pigs
Total Production Deaths Rate
6 ,7 7 9 698 10.29%
5 ,6 8 4 624 10. 97%
340 66 19.41%
T rust and O ther Funds Expenditures: Several paym ents w ere noted which appear to 
be questionable charges against the C h ristm as Fund. Since the donations to this fund 
were ostensibly to be used to furnish C h ristm as g ifts to patients who have no fa m ilie s , it 
is  suggested that possibly the following expenditures which w ere made from  the C h ristm as 
Fund should have been paid from  oth er so u rce s :
Clothes D ryer $175
Washing Machine P a rts 108
Sewing Machine 49
Painting Stage and Screen 60
Building Fence 210
Rental of Bulld ozer 136
M aterials and Supplies: A te st inventory of m a te r ia ls  and supplies taken on Sep­
tem ber 29, 1953 indicated overages totaling $1, 988. 92 and sh ortag es totaling $177. 91 as 
compared with total m a ter ia ls  inventoried of $ 3 1 ,7 9 4 .4 5 . During th is audit period the 
total adjustm ents w ere $ 1 1 ,3 8 8 .6 9  on m a te r ia ls  issued aggregating $ 3 1 1 ,7 7 8 .9 7 . T hese 
adjustm ents included one on fuel in the amount of $9 , 5 1 6 .0 6  which represented  an ad ju st­
ment for a two y ear period on a total consumption of 17, 332 tons. The adjustm ent was 
approved by the D epartm ent of M ental Health.
R epairs and Renew als: The previous audit rep ort stated  as follow s in this connec­
tion:
"T h e 1947 appropriation fo r  th is institution provided within R epairs 
and Renew als Section $ 4 ,0 1 2 .0 0  fo r  the purchase of a Laundry Tum bler. 
This item  was duly rece iv ed  and paid fo r by the institution in M arch of 
1948 in the amount of $3 , 9 3 1 .7 6 . As of the date of audit this m achine had 
not been installed  and was found to be s t il l  unused in the laundry section  of 
the institution. It was understood that this equipment is  n ecessa ry  fo r 
cu rren t laundry purposes and had not been installed , in the opinion of the 
institution superintendent, because th ere  was an insufficient number of 
m aintenance em ployees, steam  line adjustm ents w ere n ecessa ry  and also 
becau se it was proposed to build a new laundry building.
" I t  is  th erefo re  recom m ended that this m achine be e ith er installed  o r 
that it be d eclared  surplus so that the State Purchasing Agent may dispose 
of it to another State institution which may possibly be in im m ediate need 
of it . "
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It was noted that this m achine has been installed and is  now a working unit within the 
laundry section .
T ru st Fund Cash: It was noted that considerable cash  belonging to the T ru st Funds, 
C h ristm as Fund and R ecreation  Fund is  kept on hand in the office  of the institution tr e a s ­
u r e r . It is  again suggested that a ll curren cy beyond working requ irem ents be deposited 
in individual co m m ercia l bank accounts.
M ILK CONTROL COMMISSION R E P O R T  NO. 54-32
G en eral: P rev iou s audit rep orts have commented fully on d ifficu lties existing b e ­
tween the M ilk Control Board  and the D airy Bonding Section of the Departm ent of A gri­
cu ltu re occasion ed by the passage of Chapter 791 of the Acts of 1950. This a c t, which 
was approved on August 16, 1950 with an "E m ergency P ream b le", tra n sferred  certain  
functions of the M ilk Control Board relating to the Bonding of M ilk D ealers to the Depart­
m ent of A gricu ltu re.
Chapter 604 of the A cts of 1953 provided that the Division of M ilk Control was to be 
under the contro l of a Com m ission to be known as the Milk Control Com m ission and left 
the Bonding of M ilk D ea lers in the Departm ent of A gricu lture.
The Milk Control Board  was p rim arily  created  to protect the financial in terests of 
certa in  M assach u setts  m ilk  prod ucers, and included in its  functions the Board regulates 
and audits p rices  paid m ilk prod ucers. The Board is  fu rther responsible for the ade­
quacy of the supply of fresh  m ilk for consu m ers and d ealers in the areas within the Com­
m onw ealth, and under its  contro l.
The Milk Control C om m ission, on the date of this audit employed eight individuals in 
its  auditing sectio n s as follow s:
Supervising Inspector of Milk R ecords 1
Senior In sp ectors of M ilk R ecord s 3
In sp ectors of M ilk R ecord s 3
P rin c ip a l C lerk  1
8
As n early  as could be determ ined the m ain purposes of the auditing section are to 
determ in e whether the m ilk  d e a lers  buying from  M assachusetts producers a re  properly 
accounting and paying fo r m ilk  purchased in accord an ce with the official orders of the 
M ilk Control Board and includes the following functions:
1. C onform ity to p rice  regulations
2. Sa tis facto ry  payments to producers when due
3. Adequacy of bond protection
4. C o rre c tn e ss  of assessm e n t payments
T hese auditors physically  inspect and verify  a ll payments of the m ilk d ealers to pro­
d u cers within th eir  ju risd ictio n . Item s m tran sit a re  verified  in  subsequent audits. De­
ten t! ination of the adequacy of a bond is  wholly dependent upon payment to producers.
From  the foregoing it is , of cou rse, obvious that sectio n s of the Milk Control Board 
and the D airy Bonding Section of the Departm ent of A gricu lture have certa in  common 
pu rposes. This condition is  covered by the common and duplicating laws and regulations 
which a re  indicated by Section 42H of Chapter 94 and Section 6 of Chapter 94A of the Gen­
e ra l Laws (T er . E d .). These laws have served  to confuse the personnel adm inistering 
them and a lso  those m ilk d e a lers and m ilk plant o p erato rs fo r the benefit of whom the 
laws w ere orig in ally  put into effect.
T ra n s fe r  of C ertain  Functions: Attention is  called  to the fact that the control a c ­
counts o f the secu red  notes and surety  bonds, savings accounts assign ed , life  insurance 
p o licies and rea l esta te  m ortgages assigned, w ere tra n s ferred  from  the M ilk Control 
Board  to the D epartm ent of A gricu lture in accord an ce with a le t te r  of instru ctions from  
the C o m p tro lle r's  Bureau dated November 14, 1950.
Insufficient Bond Coverage: An exam ination of the reco rd s of audits made by the 
M ilk Control Com m ission Inspectors of the accounts of m ilk  d e a lers in S tate-con tro lled  
a re a s  indicated that eighteen licensed  m ilk d e a lers and one d ea ler, whose lice n se  was 
pending, with insufficient bond coverage w ere operating m ilk plants as of the date of 
audit. The bond d eficien cies aggregated $ 5 ,4 8 6 . 71. Notwithstanding the fact that S e c ­
tion 6 of Chapter 94A of the Tercen tenary Edition of the G eneral Laws provides fo r
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rem ed ial action that can be taken against such d e a le rs , the Milk Control Com m ission 
reco rd s failed to indicate that any legal action was pending against any of the above m ilk 
d ea lers fo r inadequate bond coverage.
Lack of C o-ordination: The fact that twenty-two d e a lers buying m ilk  from  M assa ­
chu setts producers and operating plants in M assach u setts with insufficient bond coverage 
without incu rrin g legal action  from  eith er the Milk Control Com m ission o r the D airy 
Bonding Section of the Departm ent of A gricu lture ind icates that little  o r  no co-ord ination  
ex ists  between th ese two divisions within the Departm ent of A gricu ltu re. P ro p er action 
should have been taken against these d e a lers by the Milk Control Com m ission under 
authority of Section  6, P aragraph 10 of Chapter 94A of the T ercen ten ary  Edition of the 
G eneral Laws o r  by the C om m issioner of A gricu lture under authority of Section 42H, 
Paragraph 3 of Chapter 94 of the T ercen ten ary  Edition of the G eneral Law s. The con­
tinued lack of co-operation  between th ese two divisions se rv e s  only to underm ine the con­
fidence and resp ect which the m ajo rity  of m ilk  d e a lers  have fo r  the laws of the Common­
wealth. It is ,  th erefo re , suggested that th ese two agencies promptly take the n ece ssa ry  
steps to inform each o th er, at reg u lar in terv a ls , of any changes in status o r  of oth er 
vital inform ation concerning m ilk  d ea lers whose operations a re  of mutual concern  to the 
functions and resp on sib ilities  of both the M ilk Control C om m ission and the D airy Bonding 
Section of the Department of A gricu lture.
F ield  Audits: An exam ination was made of the reco rd s of the audits perform ed by 
the field audit sta ff of this Board during the cu rren t audit period and it was noted that 
less  than one third of the m ilk d ealers located in the State-co n tro lled  a re a s  a re  audited 
regularly , as is  shown by the following schedule:
Number of A ctive D ealers in State-co n tro lled  
A reas as of Septem ber 21 , 1953 720
C lassification  as to L icen ses :
$5 .0 0  514
2 .0 0  77
. 50 90
Pending L icen ses  37
718
D ealers not L icen sed  -  Applications not R eceived 2 720
C lassification  as to D ea lers Audited:
Number of D ea lers Audited 195
Number of D ea lers not Audited 525 720
In connection with th ese audits, it is  understood that those now made a re  of m ilk 
dealers who purchase m ilk from M assach u setts producers and who s e ll  le s s  than 10% in 
F ed eral-con tro lled  a re a s . The reco rd s of th ese d e a lers a re  audited fo r conform ity to 
producer p rice  regulations, producer paym ents made within agreem ent periods and 
proper assessm en t payments to the C om m ission . Except fo r sp ecia l fie ld  audits, no a s ­
sessm ent audits a re  made of the oth er m ilk  d e a lers in the State a re a s . The reason ad­
vanced for not making th ese audits on a ll d e a lers  in State-con tro lled  a re a s  was insuffi­
cient personnel.
A te st check made of the field audits perform ed in F e d era l-co n tro lled  a re a s  by State 
Milk Control Com m ission auditors during the cu rren t audit period indicated that of 497 
m ilk d ealers located in th ese a re a s  only two m ilk d e a lers  w ere audited for v erification  of 
assessm en t paym ents.
The reason advanced for not making a ssessm e n t audits on a ll d ea lers in F e d e ra l-co n ­
tro lled  a re a s  was inadequate operating funds.
The previous audit report stated:
"It  is  understood that under a pending memorandum of agreem ent 
between the S e cre ta ry  of A gricu lture and the M ilk Control Board , it will 
be possible to obtain from  M arket A d m inistrators in F ed eral-co n tro lled  
a re a s  m ilk s a le s  rep orts on m ilk d e a lers  in th eir a re a s . T hese reports 
will furnish su ffic ient inform ation to the board so that it may be d e ter­
m ined that the d ea lers in the F ed eral a re a s  a re  paying c o rre c t  a s s e s s ­
m ents. The Fed eral Government under this agreem ent would charge the 
Board a nominal fee  fo r each m ilk d e a le r 's  re p o r t ."
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It was understood that to Septem ber 21 , 1953 no fu rther action had been taken on 
th is  m atter.
Delinquent A ssessm en ts: Monthly assessm en ts payable by m ilk d e a lers under S e c ­
tion 9 of Chapter 94A of the Tercentenary Edition of the G eneral Laws constitute the 
prim ary sou rce of incom e for the M ilk Control Com m ission. F o r the f is c a l  y ear ended 
June 30 , 1953, $ 1 5 8 ,1 5 9 .0 3  or 96% of the total income of the Com m ission was rece iv ed  
trom  this so u rce . An exam ination of the assessm en t ledger indicated that 326 m ilk 
d e a le rs  w ere delinquent as of Septem ber 21 , 1953, in the filing of the required monthly 
rep o rts  of m ilk sa le s  nor have they paid the assessm en ts due, as follow s:
Number of 
D ea lers Months Delinquent
Total
123 One Month 123
107 Two Months 214
74 T h ree Months 222
17 Fou r Months 68
1 Fiv e Months 5
1 Six Months 6
1 Eight Months 8
1 Nine Months 9
1 Twelve Months 12
326 T otals 667
The previous audit report stated :
" I t  was noted that one m ilk d ea ler who is  su b ject to filing and paying 
m onthly a sse s sm e n ts  had fa iled  to f ile  h is monthly assessm en t reports 
fo r  the period Febru ary  1, 1949 to August 31 , 1952. The Board has filed 
a com plaint against th is d ealer in the Suffolk Superior Court for failure to 
com ply with the statute concerning monthly a ssessm e n ts . On M arch 13,
1952, th is d e a ler paid the sum of $815. 88 to the C lerk  of the Suffolk 
Su p erior Court as a bond on the cla im  of the Board fo r a ssessm en ts due 
the Commonwealth to November 30, 1949. This money will be paid to the 
B oard  if the cou rt finds fo r  the Com m onw ealth."
It was noted that th is amount was paid to the Com m ission on Septem ber 24, 1953.
Unpaid Audit A sse ssm en ts : It was noted in the previous audit report that there were 
outstanding balan ces totaling $ 1 ,1 7 1 . 37 resulting from  field  audits of certain  milk 
d e a le rs ' re co rd s . T hese balan ces involved 97 accounts with debit balances of $1, 680.43 
and 120 accounts with c red it ba lan ces of $509. 06 and included item s applicable to the 1949 
y e a r . During the cu rren t audit period $ 1 ,1 7 1 . 37 was reduced to $202. 41. This balance 
involves 42 accounts with debit balances of $271. 96 and 43 accounts with cred it balances 
of $69 . 55 , which have not been taken c a re  of.
A review  of field  audit a sse ssm e n ts  made during the period under examination d is­
c losed  11 d e a le rs  with balan ces totaling $ 2 2 5 .2 4 , who have not fully paid th eir a s s e s s ­
m en ts. A lso , 31 d e a lers  with cred it balances totaling $ 6 7 .8 4  have overpaid on their a s ­
se ssm e n ts  and have not taken the cred it due them . It is  recommended that delinquent 
d e a lers  be fully paid up and d e a lers  with cred its  to have such cred its  given to them.
The la s t audit showed five m ilk d e a lers who w ere no longer in business with unpaid 
a sse s sm e n ts . The cu rren t audit revealed  that th ree of the five d e a lers s t il l  owe on a s ­
sessm e n ts  and one has a pending refund. It is  suggested that the Com m ission take steps 
to tra n s fe r  the th ree unpaid accounts to the D epartm ent of the Attorney G eneral fo r co l­
lection .
The cu rren t exam ination a lso  indicated that nine d ea lers who have gone out of bu si­
n ess  s t i l l  have s ix  debit and th ree cred it balances in th eir  accounts. It is  suggested that 
the C om m ission co lle ct the unpaid balan ces and return  any overpaym ents.
At the p resen t tim e no contro l account is  ca rr ie d  in the general led ger to re flec t 
these unpaid debit asse ssm e n ts  -  it is  suggested that the C om p tro ller's Bureau provide 
fo r  an accounts rece iv ab le  control account.
A rrea ra g es  to P ro d u cers: It was noted that th irteen  active d e a lers w ere in a r r e a r s  
fo r  paym ents to th eir producers in the amounts aggregating $ 1 5 ,6 0 6 .0 6 .
P .D . 6 57
them o w in o ^ j ttlese d ealers in the D airy Bonding Section indicated that four of 
eight owing «q’ too f 9 w ere n° f  bonded in an amount sufficient to cover th eir a rre a ra g e s ; 
owing « 9  •fas 1 22‘ ° 2 aPPe a re d to have bonds in ex cess  of th eir  a rre a ra g e s ; and one 
s j a(e ’ '  5 appeared to requ ire  no bond because his plant was located in another
,  A® ° fHthe date ° f the Previous audit, balances totaling $413. 24 w ere due to producers 
,  . ea e r ® wbo w ere no longer in business and whose bonds had been liquidated to
a P d U C6r Hbllgati0n S' As of Septem ber 21, 1953, only $402. 24 of th ese balances
ea e r s  ot L icen sed : Section 5 of Chapter 94A of the T ercen ten ary  Edition of the 
ealtj ra aws and fbe ru les of th is Com m ission requ ire a ll lice n se  renew al applications 
an ees o r renew als to be filed  on o r  before  June 15 of each f isc a l y e a r if the lice n se es  
wis o continue to engage in the m ilk  bu sin ess pending the action of the Com m ission on 
e ir  resp ectiv e lice n se  applications fo r  the lice n se  y ear beginning Ju ly  1. The cu rren t 
e!Cam,inatl,0n revealed  that out of 1 ,3 1 0  d e a lers in this Commonwealth, 560 d e a lers ' ap- 
*ees Were rece iv ed  by this Com m ission a fte r  June 15. In th is connection about 
300 dealers submitted th eir  lice n se  fe es  a fte r  Ju ly 1, while they w ere actually  operating 
m ilk dealers without lice n se s  between Ju ly 1 and th eir  resp ectiv e  dates of subm itting 
license fees.
However, as of Septem ber 21 , 1953 only one m ilk d ea ler had failed  to pay the r e ­
newal fee and this d ealer paid during the co u rse  of the audit.
Milk D ea ler's  L icen se - Date of Issu e : The previous audit report d irected  com ­
ment to the fact that the date of issu e  was om itted from  lice n se s  issued to m ilk  d e a le rs .
It was suggested at that tim e that the date of issu e  be recorded on the o ffice  copy of a ll 
licenses issued by the Com m ission in ord er to fa c ilita te  the audit of incom e from  
licenses.
It was noted that this recom m endation has been adopted.
L icen se F o rm s: The previous audit rep ort stated  that printed lice n se  fo rm s had 
not been issued in num erical sequence by the Com m ission in conform ity with the in s tru c ­
tions appearing on page 47 of the C om ptroller’ s Bureau Accounting M anual. During the 
current audit it was noted that the Com m ission has now com plied with th is requ irem en t 
by issuing licen se  form s in num erical sequence effectiv e fo r the 1953-1954  f is c a l  y e ar.
Milk D ealers B efo re  the Board o r  the Com m ission fo r  Statutory R eason s: The 
records for the cu rren t audit period show that th ere  w ere 13 ca s e s  w here fo r  statutory 
reasons licen ses could have been revoked o r  application fo r lice n se  denied. Of th ese , 
four ca ses  involved assessm en t paym ents, one fa ilu re  to pay producer and the rem ain  -  
mg eight for various reason s. The ca se s  w ere disposed of as follow s:
L icen ses Granted 3
Conditional L icen ses  Granted 2
C ases Involving Statutory Reasons -  C harges F iled  7
Case Pending Fu rth er H earings 1
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Federal C ontrol: F o r the period under audit th ere  was one change in the m ake-up 
of the control a re a s  of c itie s  and towns within ju risd ictio n  of the State M ilk C ontrol Com­
m ission or the Fed eral M ilk M arket A d m in istrators. On O ctober 1, 1952, the Town of 
Bedford was tra n s ferred  from  A rea 10 -C , under State con tro l, to A rea 17 which is  under 
Federal control.
Milk M arket A re a s : The Commonwealth has been divided into th irty -sev en  M arket­
ing A reas, of which four -  Nos. 6 -A , 8 , 17 and 1 9 -A -B  a re  now under the control of 
Federal M ilk M arket A d m in istrators. A nother, No. 11-A BC is  controlled  jo intly  by 
State and F ed era l agencies and is  adm inistered by a jo int S ta te -F e d e ra l M ilk M arket Ad­
m in istra to r . A sixth  a re a , No. 18 is  regulated under a State Milk Control Board O rder 
# G -1 8 -2 0 5 , as amended and is  adm inistered by a State M ilk M arket A d m in istrator. This 
a re a , has been adm inistered  under a State M ilk Control Board O rder sin ce  A pril 1, 1940, 
and its  ad m in istrator is  appointed by the M ilk Control Com m ission. This a re a  d iffers 
from  the o th er a re a s  controlled by the M ilk Control Com m ission in that it has a m arket 
wide pool which accounts fo r and pays fo r m ilk produced in this a re a . The m em bership 
of the pool Is  composed alm ost en tirely  of the m em bers of the New Bedford Milk
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P rod u cers A ssociation , a producers co-operative bargaining associa tion . It is  a highly 
organized a re a  and a homogeneous m arket because of the common in te re sts  of both 
prod ucers and d e a lers .
Except lo r  the shortages during World War n , p ractically  a ll m ilk sold in the area  
com es from  within its  b o rd ers. From  1934 to 1940 the a re a  was adm inistered under a 
F e d era l lice n se . However, when the Fed eral Agency took into consideration that this 
was not a m atter of in tersta te  com m erce, it ceased  its  control function. It d iffers from  
oth er State regulated m ilk m arket a re a s  of the Commonwealth, as it is  the only m arket 
wide pool a re a  under State control. T here are  s im ila r m arket wide pool a re a s  in the 
s ta te s  of New Y ork, C alifornia and Oregon. The area  was set up as a m arket wide pool 
b ecau se a substantial m ajority  of the m ilk producers so petitioned the M ilk Control 
B oard .
The M ilk M arket A dm inistrator representing this Board also functions as the M arket 
Agent representing the m ilk  pool prod ucers. This o ffic ia l who does not rece iv e any 
com pensation from  the Commonwealth is  paid entirely from  funds derived from  the State 
adm in istered  m ilk pool. The State M ilk Control Com m ission holds three surety bonds 
paid from  prod ucers' funds fo r the purpose of protecting the producers' funds in the 
custody of th is  o ffic ia l.
The accounts of the m ilk pool d ealers in this a rea  a re  not audited by State Milk Con­
tr o l Com m ission In sp ecto rs. A ll audits of th ese d ealers a re  made by an inspector in 
the employ of the M ilk M arket A dm inistrator of A rea No. 18. An audit of the books of 
the New Bedford Milk M arket A dm inistrator (Area 18) is  made annually by a State Milk 
C ontrol C om m ission  Insp ector.
Rent of O ffice Space: A lea se  dated D ecem ber 1, 1952 effective January 1, 1953 
was executed between the Boston Building Corporation and the Milk Control Board, Com­
monwealth of M assach u setts . This provided fo r 3 , 644 square feet of space, the entire 
seventh flo o r and room s 814, 815 and 816 on the eighth flo o r of the Boston Building,
41 Trem ont S tre e t, Boston at an annual rental of $8, 563. 40 payable in equal monthly 
in sta llm en ts of $713. 62. The lea se  to run fo r  five y ears from  January 1, 1953 with a 
proviso that under certa in  conditions the lea se  may be term inated by either party upon 
one y e a r 's  notice in writing given a fte r  January 1, 1956.
Cash Shortage: An extended audit was made in connection with this examination of 
certa in  fin ancial a c tiv itie s  fo r  which the fo rm e r head adm inistrative c le rk  was respon­
s ib le , covering the period from  Febru ary 1, 1952 through the c lose of business Decem ­
b e r  4, 1953 as of which date he resigned.
A statem ent made by him at the tim e of his resignation reads in part as follows:
" I .......... an em ployee of the M ass. M ilk Control B o a r d ............. fo r  the past
fifteen  y e a rs  wish to s ta te  voluntarily that I have obtained money from  the 
State T r e a s u r e r 's  o ffice  of the Commonwealth of M ass, by drawing 
against o th er em ployees' accounts both sa la ry  and vacation accounts to 
the amount of $4 , 500. Forty  F iv e Hundred D o lla r s ............................................ "
The amount involved was determ ined by this audit to be $ 4 ,9 6 6 .4 5 .
Attention is  d irected  to the fa c t that a fte r  c rim in a l action had been instituted, the 
fo rm e r em ployee, at the d irection  of the court, made restitu tion  to the State T reasu rer 
and R ece iv e r-G e n e ra l in the amount of $ 4 ,7 1 6 .4 5 . This amount gives effect to an 
allow ance made to him of $ 2 5 0 .0 0  fo r  vacation allow ance.
PO RT O F  BOSTON AUTHORITY REPO RT NO. 54-33
G en eral: An exam ination of s ta tis t ic s  fo r the past s ix  y e a rs  indicates the following 
tonnage handled annually by the P o rt of Boston:
C alendar Y ear Total Tonnage
1947
1948
1949
1950
1951
1952
18, 5 02 ,902  
1 8 ,3 1 7 ,3 5 6  
15, 363, 529 
1 8 ,1 9 4 ,4 3 8  
1 8 ,9 7 6 ,8 8 0  
1 8 ,2 3 7 ,9 4 5
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that if a ll fa r in ' Attention is  d irected  to Schedule No. VIE in this report which ind icates 
d eficien rv  nf PenSe Were taken into consideration the P ort operated under a
defiripnrv f™  r>’ * 27 durin& the f is c a l  y ear ending June 30 , 1953, and that the total
to $4 681 659I197 ° rt operations in the period from  Ju ly  1, 1946 to that date has amounted
r p p p S ! rn vi°nS f° r !,he fiSCal year ended June 30 > 1953 show an ex cess  of $351, 511. 73 
«nnn 941 n? r eX^ e.1}' itu res and encum brances. Fixed charges fo r the sam e period w ere 
$ 8 8 2 ,2 4 1 .0 0 , and the net d eficiency was th erefo re  $ 5 3 0 ,7 2 9 .2 7 .
,i ® °nd ~ Boston H arbor F a c il it ie s  Loan Fund: Section 10 of Chapter 619 of
the A cts of 1945 provides in part as follow s:
ec ion 10. Subject to the conditions h erein  im posed, fo r the purpose 
o pure asing s ite s  and p ier locations and the construction  thereon of p ier 
a cu itie s  under authority of chap ter ninety-one A of the G eneral Law s, in­
serted  therein  by section  th ree  of th is a c t, the sta te  tre a s u re r  sh a ll, upon 
request of the Authority and with approval of the governor and council, 
issu e and s e ll  at public o r private sa le  bonds of the commonwealth re g is ­
tered o r with in terest coupons attached, as he may deem b e st , to an 
amount to be sp ecified  by the Authority from  tim e to tim e, but not exceed ­
ing, in the aggregate, the sum of fifteen  m illion  d o lla rs ...................................M
The status of the bond account authorized under th is statu te , as amended, follow s: 
Status of Chapter 619, Section 10
As of June 30 , 1953
Original Appropriation 
Amended by Chapter 771, 
Amended by Chapter 505,
A cts of 
A cts of
1951
1952
- $ 1 ,2 0 0 ,0 0 0  00 
- 3 ,8 5 0 ,0 0 0  00
$ 1 5 ,0 0 0 ,0 0 0  00A 
13, 800, 000 00B 
9 ,9 5 0 ,0 0 0  00C
A B C
East Boston
Hoosac P ie r  and Grain E levator 
M ystic Wharves 
Castle Island
$ 7 ,5 0 0 ,0 0 0  00 
5 ,0 0 0 ,0 0 0  00
1 .3 0 0 .0 0 0  00
1 .2 0 0 .0 0 0  00
$ 7 ,5 0 0 ,0 0 0  00 
5 ,0 0 0 ,0 0 0  00 
1 ,3 0 0 ,0 0 0  00
$ 3 ,6 5 0 ,0 0 0  00 
5 ,0 0 0 ,0 0 0  00 
1 ,3 0 0 ,0 0 0  00
$ 1 5 ,0 0 0 ,0 0 0  00 $ 1 3 ,8 0 0 ,0 0 0  00 $ 9 ,9 5 0 ,0 0 0  00
Expenditures and Encum brances under Bond Issu e : The State T re a s u re r  in com ­
pliance with requ ests from  the Authority has issued bonds totaling $ 5 ,0 0 0 ,0 0 0 .0 0  to 
June 30, 1953 for the "H oosac P ie r  and G rain E le v a to r". The following is  a sum m ary of 
expenditures and encum brances to June 30 , 1953 in this account:
Amount Authorized and Bonds Issued $5, 0 0 0 ,0 0 0  00
Expenditures 5, 000, 000 00
Balance A vailable
Paym ents Encum brances Total
Purchase of Hoosac P ie r $ 1 ,0 4 2 ,1 7 6  00 - $ 1 ,0 4 2 , 176 00
Purchase of Grain E lev ator 1 00 ,000  00 - 1 00 ,000  00
P ersonal S e rv ices 1 31 ,464  09 - 1 31 ,464  09
Expenses 3 4 ,5 2 8  89 - 3 4 ,5 2 8  89
C ontracts* 3 ,6 9 1 ,8 3 1  02 - 3 ,6 9 1 ,8 3 1  02
$ 5 ,0 0 0 ,0 0 0  00 - $ 5 ,0 0 0 ,0 0 0  00
♦ C ontracts:
Engineering S e rv ices $ 1 00 ,596  97 $ 100, 596 97
D em olition and Rem oval of 
G rain Conveyor G allery 
and P ie r 17 ,5 0 0  00 17 ,5 0 0  00
T e s t B orings 2 ,9 5 7  86 - 2 ,9 5 7  86
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Excavating, Dredging and Filling $
C onstruction and Substructure
D em olition of Buildings
B attery  Charging Building
C onstruction of Superstructure
R ep airs to E levators
F ir e  A larm  System
T ra ck  W ell Bridge
Roadway
Testin g M ateria ls  
D esign of G rain Handling F a c ilit ie s  
S teel fo r  G rain Conveyor 
Furnishing and Installing Special 
M achinery fo r G rain E levator 
A nchorage System  
Furnishing and E rectin g  B ronze 
Tablet
Furnishing and Installing New 
E le c tr ic  System  and Floodlights 
P ie r  #1 
Dredging
Installation  of Bu ilt Up Roof fo r 
G rain  E lev ato r 
Painting and W ater Proofing 
A lteratio n s and Im provem ents to 
E le c tr ic  System  in Grain E levator 
G rain  Weighing S ca les  
R ep air Windows and D rainage Systei 
R ep a irs to E lev ators 
Asphalt F lo o r  T ile  
Cleaning G rain E lev ator 
Fum igating G rain E levator 
Installing  S teel Chute G ates 
Installin g  E le c tr ic  Pow er Outlets 
Rem oval of D ebris 
R esu rfacing Paving 
Installin g  Cleaning System  
P latform  at G rain E levator 
Engineering Agreem ent 
Low ering of Windows in G rain 
E levator
Steel fo r  Su p erstru ctu re 
Installation  of W ater E je c to r s  
Expansion P ro o f M otors 
R ehabilitation  of T rackage 
R eplacem ent of Hand W inches 
R ep airs to S ca les  
R ep airs to E le c tr ic  M otors
3 68 ,163  34 
1 ,5 9 8 ,0 1 0  47 
1 ,200  00 
70 ,0 4 1  17 
71 7 ,8 7 1  53 
682 33 
7 ,6 2 7  00 
10 ,940  00 
9 ,4 5 5  04
$ 3 6 8 ,1 6 3 3 4
1 ,5 9 8 ,0 1 0  47 
1 ,2 0 0  00 
7 0 ,0 4 1  17 
7 1 7 ,8 7 1  53 
682 33 
7 ,6 2 7  00 
10, 940 00 
9 ,4 5 5  04 
5 ,8 6 0  11
12 ,721  46 _ 12 ,7 2 1  46
4 8 ,3 2 2  02 - 4 8 ,3 2 2  02
25 4 ,4 2 9  13 _ 2 5 4 .4 2 9  13
10 4 ,1 2 5  00 - 1 04 ,125  00
1 ,1 3 4  00 - 1 ,134  00
2 ,2 8 5  00 2 ,285  00
13 ,6 8 4  32 - 13,684 32
5 ,8 4 5  00 _ 5, 845 00
16 ,000  00 - 16 ,000 00
16 ,4 1 6  75 _ 16,416 75
11 ,9 4 0  00 - 11,940 00
n  18 ,093  99 - 18,093 99
1 ,037  00 - 1,037 00
475 00 - 475 00
4, 923 00 - 4 ,923  00
4, 975 00 - 4 ,975  00
1 ,1 4 6  15 - 1,146 15
4 ,8 0 9  69 - 4 ,809  69
683 00 - 683 00
2 , 185 00 - 2 ,1 8 5  00
8 ,0 0 6  84 _ 8 ,0 0 6  84
1 ,3 7 9  00 - 1,379  00
3 ,6 4 4  74 - 3 ,6 4 4  74
545 65 _ 545 65
1 91 ,091  09 - 191,091 09
1, 228 90 - 1,228  90
2 ,8 6 4  77 - 2 ,8 6 4  77
423 38 - 423 38
4 2 ,9 3 3  00 - 42 ,9 3 3  00
2 ,6 9 0  71 - 2 ,6 9 0  71
886 61 - 886 61
$ 3 ,6 9 1 ,8 3 1  02 $ 3 ,6 9 1 ,8 3 1  02
H oosac P ie r :  It was noted that the fiv e y e a r le a se  fo r  th ese p rem ises originally 
en tered  into with the Boston and M aine R ailroad  in May 1949, which is  based on a p er­
centage of the constru ction  c o s ts , was amended on A pril 11, 1951, to include the ad­
ju sted  co st of constru ction  in the amount of $ 4 ,5 4 3 ,2 8 9 .0 0 .
Hoosac P ie r  Computation of Rent: In this connection the previous audit reports 
stated :
"Section  10 of Chapter 619 of the A cts of 1945 stipu lates that the 
rent under the lea se  sh all be at a ra te  su ffic ient to am ortize  six ty  per 
cent of the actual co st to the Commonwealth. It is  im m ediately obvious 
that 'actu a l co st to the Commonwealth' m ust include the co st of con­
stru ction  plus a ll the co sts  incident to its  financing, and th is D epart­
m ent in s is ts  that the total co st of in terest fo r the en tire  period while 
bonds a re  outstanding is  an e sse n tia l elem ent in any rental computation. 
In th is connection it was noted that the Authority in making th is  computa­
tion included in terest co sts  only to February 28 , 1 9 5 1 ."
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Attention is  d irected  to the fact that had the foregoing requ irem ents been followed 
the incom e from  the f ir s t  date of rental on M arch 1, 1951 to August 31, 1953 would have 
exceeded that which was receiv ed  by $31, 922. 72, computed as follow s:
Rent That Should
Rental P eriod Have Been Charged Rent As Charged D ifferen ce
March 1951 to June 30, 1951 $ 4 9 ,6 8 9  28 $ 45, 432 88 $ 4, 256 40
July i , 1951 to June 30, 1952 14 9 ,0 6 7  70 136, 298 64 12 ,7 6 9  06
July i , 1952 to June 30, 1953 14 9 ,0 6 7  70 13 6 ,2 9 8  64 1 2 ,7 6 9  06
July i , 1953 to August 31, 1953 2 4 ,8 4 4  64 2 2 ,7 1 6  44 2 .1 2 8  20
$ 3 7 2 ,6 6 9  32 $ 3 4 0 ,7 4 6  60 $31, 922 72
It Is again suggested that this m atter be re fe rre d  to the A ttorney G en eral fo r  advice.
Hoosac P ie r  Grain E levator: The orig in al le a se  with the Boston and M aine R ailroad  
provided for rental of this elevator upon its  com pletion, at an annual ren ta l equal to 3% 
of the cost of the elevator and its  additions, a lte ra tio n s, e t c . , fo r  a period of twenty 
years was based on a tentative co st of $ 5 2 5 ,0 0 0 .0 0 . T h is le a se  was la te r  amended to r e ­
flect increased co sts  of $125, 292. 79, which brought the to tal to $650, 2 9 2 .7 9 .
On May 28, 1952 another and final amended le a se  was approved by the G overnor and 
Council increasing the ceiling co st to $ 6 5 3 ,0 0 0 .0 0 .
It was noted however, that the railroad  actually  occupied the p re m ise s  as of A p ril 20, 
1951, and for a period of four months operated them on a t r ia l  b a sis  until August 20 , 1951 
when the lease  actually becam e effective.
Attention is  again directed to the fact that the rental ch arg es re fle c t  only the in te re st 
charges on monies borrowed during the period of constru ction . In th is connection it is  
contended that these rental charges should include a ll in te re st c o sts  during the en tire  life  
of the bonds.
Boston and Albany P ie r s --  East Boston: Chapter 545 of the A cts of 1948 s ta te s  in 
part as follows:
"Su bject to the conditions im posed by section  ten of chap ter s ix  
hundred and nineteen of the a c ts  of nineteen hundred and fo r ty -fiv e , the 
P ort of Boston Authority is  hereby authorized, fo r the purpose of pur­
chasing s ite s  and p ier locations and the construction  thereon of p ier 
fa c ilitie s  under authority of chapter ninety-one A of the G en eral Law s, 
to make com m itm ents and expenditures without fu rth er authorization by 
the general court th erefo r, from  the proceeds of the bond issu e provided 
fo r by said section  ten up to but not in e x ce ss  of the amount of seven 
m illion five hundred thousand d o llars , such amount to be in addition to 
the amount heretofore authorized to be expended from  said  p ro c e e d s ."
In this connection Chapter 505 of the A cts of 1952 authorized the expenditure of 
$ 5 ,8 5 0 ,0 0 0 .0 0  on the E ast Boston p ier fa c il it ie s . Of th is amount $ 3 ,8 5 0 ,0 0 0 . 00 was to 
be made available by tra n s fe r  from  the unexpended balance of an appropriation of 
$7, 5 00 ,000 .00  provided by Chapter 545 of the A cts of 1948, and by an additional 
$ 2 ,0 0 0 ,0 0 0 .0 0  appropriated.
The following schedule shows the an alysis of the d isbu rsem en ts and encum brances 
under the accounts to June 30, 1953:
Bonds Authorized:
Chapter 545, A cts of 1948 as amended 
Bonds Not Issued 
Bonds Issued 
L e ss :
Paym ents and Encum brances 
D eficiency 
Bonds Authorized:
Chapter 505, A cts of 1952 
Bonds Not Issued 
Bonds Issued 
L e s s :
Payments and Encumbrances 
T o tal D eficiency
$ 3 ,6 5 0 ,0 0 0  00
$ 3 ,6 5 0 ,0 0 0  00 
3 ,6 8 5 ,8 0 3  52
$ (35 ,803  52)
$ 5 ,8 5 0 ,0 0 0  00 
5 ,8 5 0 ,0 0 0  00
$5, 281, 684 82 (5, 2 8 1 ,6 8 4  82)
($ 5 ,3 1 7 ,4 8 8  34)*
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1952 F is c a l  Y ear
1953 F isc a l Y ear
($ 35 ,8 0 3  52)
(5 ,2 8 1 ,6 8 4  82) 
($ 5 ,3 1 7 ,4 8 8  34)
P u rch ase  of Land 
P erso n a l S erv ices 
Expenses 
C on tracts
as amended
C o n tracts :
T est Borings
Renovating of Heating System  
D em olition of G rain G allery  
U tility  Line Supports 
R elocating of E le c tr ic  and A ir 
S e rv ice s
Replacing A eria l Cable 
A lteration  and Im provem ents to 
G rain  Handling F a c ilit ie s  
Rem oval and R elocating of Certain  
Com m unication Lines 
Relocation  of F ire  Alarm  
E le c tr ic a l  vVork 
A lteration s -  Telephone System  
D em olition, Dredging, F illing  
Construction -  Substru cture and 
Su p erstru ctu re 
Furnishing G ravel and F ill 
D em olition and Rem oval 
T est B orings 
Engineering A greem ent 
Engineering Serv ices
Paym ents
> 3 ,000 ,000  00 
199 ,547  63 
18 ,874  16 
1 ,0 9 7 ,9 2 8  23 
$ 4 ,3 1 6 ,3 5 0  02
Encum brances
$ 349 03 
4 ,6 5 0 ,7 8 9  29 
$ 4 ,6 5 1 ,1 3 8  32
Total
$ 3 ,0 0 0 ,0 0 0  00 
199 ,547  63 
1 9 ,223  19 
5 ,7 4 8 ,7 1 7  52 
$ 8 ,9 6 7 ,4 8 8  34*
1948 
: 1952
$ 3 ,6 8 5 ,8 0 3  52 
5 ,2 8 1 ,6 8 4  82 
$ 8 ,9 6 7 ,4 8 8  34
Paym ents Encum brances Total
$ 1 ,8 9 0  98 $ 1 ,890  98
951 29 - 951 29
13 ,4 2 9  81 - 13 ,429  81
3 ,9 6 5  00 3 ,9 6 5  00
5 ,4 1 4  92 _ 5 .414  92
535 00 - 535 00
3 5 7 ,3 9 2  86 - 357 ,392  86
$ 75 00 75 00
199 80 - 199 80
729 00 _ 729 00
440 00 - 440 00
3 32 ,431  16 7 5 .1 1 9  84 40 7 ,5 5 1  00
134 ,623  01 4, 541 ,453  99 4 ,6 7 6 ,0 7 7  00
6 7 ,9 8 9  54 2 4 ,9 6 0  46 9 2 ,950  00
1 ,0 2 0  00 180 00 1 ,200  00_ 9 ,0 0 0  00 9 ,0 0 0  00
3 0 ,2 9 2  09 - 30 ,2 9 2  09
146 ,623  77 - 146 ,623  77
$ 1 ,0 9 7 ,9 2 8  23 $ 4 ,6 5 0 ,7 8 9  29 $ 5 ,7 4 8 ,7 1 7  52
L ease  of E ast Boston F a c il it ie s :  An interim  lea se  fo r  these p rem ises which com ­
p rise  five p iers  including an open p ier was dated July 1, 1949. The rent for these p re­
m ise s  is  based  on 3 $  of the net co st of the constru ction  of this p ro jec t. However, this 
net co st was reduced by the value of the land on o r about the p rem ises of P ie r  #2 when it 
was dem olished, and th erefo re , the annual rental is  computed as follow s.
Cost of Land $ 3 ,0 0 0 ,0 0 0  00
Value of P ie r  #2 175, 000 00
Net Cost $2, 825, 000 00
Rental B ased  on 3% of Net Cost $ 8 4 ,7 5 0  00
The rem aining p iers  a re  apparently in good condition and w ill probably requ ire  no 
m a jo r re p a irs , and they a re  presently  in use.
At the expiration of this interim  lea se  which is  with the New Y ork C entral R ailroad  - 
when the P ort Authority has completed the new p ier -  a lea se  fo r twenty y e a rs  (with op­
tion fo r  renewal) w ill becom e effectiv e. This lea se , however orig in ally  provided fo r an 
annual rental of 3% of the cost of the constru ction , based on the following tentative 
fig u res :
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P u rch ase P r ice
Value of Commonwealth Lands
Estim ated Maximum Cost
$ 3 ,0 0 0 ,0 0 0  00 
1 45 ,000  00 
4 ,5 0 0 ,0 0 0  00 
$ 7 ,6 4 5 ,0 0 0  00
On Septem ber 3 , 1952 however, an amended agreem ent was approved by the Gov­
ernor and Council making provisions fo r in cre a se s  in the cost of construction  of the 
p ier and grain fa c ilit ie s . R entals th erefo re  w ere in creased  and now it is  stipulated 
that on completion of construction  a le a se  w ill be w ritten fo r twenty y e a rs  at an annual 
rental fee of 3% of the following adjusted c o s ts :
P urch ase P r ice
Value of Commonwealth Land
Maximum Cost
$ 3 ,0 0 0 ,0 0 0  00 
14 5 ,0 0 0  00 
5 ,8 5 0 ,0 0 0  00 
$ 8 ,9 9 5 ,0 0 0  00
On D ecem ber 31 , 1951 the grain  elev ator renovation was com pleted. The railroad  
began paying rent on January 1, 1952, at a ra te  based on 3% of the cost plus in te re st on 
the bond issu e to the completion date.
Bond Account, Boston H arbor T erm in al F a c il it ie s  Loan Fund: T h is fund was e s ­
tablished by Chapter 714, A cts of 1941, and was tra n s fe rre d  to the P ort of Boston 
Authority by Chapter 619 of the A cts of 1945. Its purpose is  to acq u ire  the M ystic 
Wharves and build a p ier and develop a w ater-fro n t term in al.
The following is  a sum m ary of ac tiv itie s  in this fund to June 30 , 1953:
Original Authorization 
T ransferred  from Boston Harbor 
F acilities  Loan Fund
Total Bonds Authorized 
Bonds Not Issued 
Bonds Issued 
Expenditures 
Balance
Expenditures
$ 6 ,0 0 0 ,0 0 0  00 
4 6 0 ,0 0 0  00
Encum brances
$ 4 ,7 0 0 ,0 0 0  00
1 ,3 0 0 ,0 0 0  00 
$ 6 ,0 0 0 ,0 0 0  00
$ 5 ,5 4 0 ,0 0 0  00 
5 ,5 3 3 ,4 9 2  13 
$ 6 ,5 0 7  87
Total
Purchase of Land $ 1 ,3 4 5 ,0 0 0  00 . $ 1 ,3 4 5 ,0 0 0  00
Personal Services 147 ,251  88 _ 1 47 ,251  88
Expenses 1 0 ,038  83 _ 1 0 ,0 3 8  83
Contracts 4 ,0 3 1 ,2 0 1  42 - 4 ,0 3 1 ,2 0 1  42
$ 5 ,5 3 3 ,4 9 2  13 - $ 5 ,5 3 3 ,4 9 2  13
Contracts:
A rchitectural and Engineering 
Services $ 1 32 ,879  31 $ 132 ,8 7 9  31
Submarine P ile  Inspection 4 ,3 6 0  00 - 4 ,3 6 0  00
Test Boring 3 ,8 0 5  28 - 3 ,8 0 5  28
Drawing and Testing P ile s 5 ,6 8 9  00 - 5 ,6 8 9  00
Moving Field  O ffice 1 ,1 9 9  00 - 1 ,1 9 9  00
Superstru ctures 3 ,7 1 5 ,2 3 3  35 - 3 ,7 1 5 ,2 3 3  35
Testing M ateria ls 7 ,2 6 0  06 - 7 ,2 6 0  06
Furnishing and Installing F ire  
Nozzle Hatches in Deck 10 ,654  68 . 10 ,6 5 4  68
Substructure R epairs 6 2 ,3 2 8  50 - 6 2 ,3 2 8  50
R epairs to Heating and Plumbing 
System 3 ,8 9 7  50 _ 3 ,8 9 7  50
R epairs to E x te r io r  Doors 4 ,9 5 3  19 - 4 ,9 5 3  19
R ep airs to Downspouts and G utters 1 ,4 4 6  00 - 1 ,4 4 6  00
Dredging B e rth s  P ie r  #1 4 4 ,8 9 6  60 - 4 4 ,8 9 6  60
Plaque 884 00 - 884 00
Grading and Paving 4 ,2 0 0  00 - 4 ,2 0 0  00
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M odification of Sprinkler System 
Furnishing and E rectin g  Steel
$ 4 ,3 1 7  00 - $ 4 ,3 1 7 0 0
Wire Fence 5 ,6 7 0  00 _ 5 ,6 7 0  00
Em ergency Roof R epairs 2 ,0 1 4  75 _ 2 ,0 1 4  75
Ship W ater Supply Cabinets 
Furnishing and Installing F ire
600 00 - 600 00
A larm  System 8 ,4 7 4  00 _ 8 ,4 7 4  00
Laying Asphalt T ile  F lo o rs 376 00 _ 376 00
Relocation of Sw itches 37 00 _ 37 00
Installation  of Wire G rill P artition 398 00 _ 398 00
Loading P latform s 3, 825 00 - 3 ,8 2 5  00
W eather Stripping 1 ,361  00 - 1 ,361  00
Installation  of Push Buttons 254 00 - 254 00
Installation  of Safety Sw itches 100 00 - 100 00
Welding Rods 88 20 - 88 20
$ 4 ,0 3 1 ,2 0 1  42 - $ 4 ,0 3 1 ,2 0 1  42
M ystic P ie r  #1 L e a se : This p ier is  now com pleted and on August 1, 1952 the 
Boston and M aine R ailroad  occupied the p re m ise s . The ra ilroad  comm enced paying 
rent as of August 9, 1952 on a rental based  on a ra te  of 3% of the construction co sts  of 
$ 5 ,7 0 4 , 347. 45 . The le a se  has been signed and has been approved by the Governor and 
Council.
It is  noted that P ie r s  numbered 48, 49 and 50 which w ere to rev ert to the Authority 
when P ie r  #1 was com pleted w ill be retained by the ra ilro ad  fo r  an additional two years 
at a rental which will be estab lish ed  a fte r  d iscu ssion  between the in terested  p arties.
F ed eral Funds: The G eneral S e rv ices  A dm inistration of the F ed eral Government 
agreed  to advance to th is Authority the sum of $43, 987. 50 to defray the co st of an o rig ­
inal survey, investigation and preparations of p relim in ary plans on which detailed plans 
w ill be based fo r the development of the C astle  Island T erm in al in South Boston. This 
amount was rece iv ed  p rio r to the previous audit period. To date expenditures of 
$41, 2 5 0 .0 0  have been m ade, leaving a balance of $ 2 ,7 3 7 . 50. T here w ere expenditures 
of $ 1 1 ,0 0 0 .0 0  from  this fund during this audit period.
T erm in al O p erators, Incorporated: On November 1, 1946, the P ort Authority 
granted a perm it to T erm in al O p erators, I n c . , to operate the C astle  Island Term inal 
fo r the handling of co m m ercia l carg o es.
Until June 30 , 1948, under the te rm s of the lea se  the P ort Authority was to rece iv e 
75% of the net incom e from  operations of the term in al as ren ta l.
A co n tract dated Ju ly  1, 1948 with th is corporation provided as follow s:
"T o  Pay t h e ................................... $1, 500. 00 p er month (base payments) and,
in addition to m ake p a y m en ts.......... a fte r  making deductions h ere in after
provided f o r .......... equal to the p ercen tages of net incom e as h ere in after
defined, of the lice n se e  from  the use and operation of the p erm ises fo r 
each fu ll year in fo r c e ..........
53% of the amount of such net incom e not in ex ce ss  of $ 6 0 ,0 0 0 .0 0  
58% of the amount in ex ce ss  of $ 6 0 ,0 0 0 .0 0  but not in e x ce ss  of $ 7 0 ,0 0 0 .0 0  
65% of the amount in ex ce ss  of $ 7 0 ,0 0 0 .0 0  but not in e x ce ss  of $ 8 0 ,0 0 0 .0 0  
75% of the amount in ex ce ss  of $ 8 0 ,0 0 0 .0 0 "
Under th is agreem ent the following incom e was reported to the Authority by the co rp o ra ­
tion Ju ly  1, 1951 to June 30, 1953:
Total Revenue by T erm in al O p erators, Inc. $226, 198 05
L e s s :
Expenses 11 6 ,8 0 7  12
Net Income $ 1 0 9 ,3 9 0  93
On this b a sis  of to tal net incom e of $ 1 0 9 ,3 9 0 . 93 rece iv ed  by the corporation , rent 
computation in accord an ce with the co n tract was as follow s:
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$10 9 ,3 9 0  93 $65 ,4 0 5  13«
Inform ation with re sp ect to the foregoing was made available by the T erm in al Op­
e ra to rs , Incorporated, at th eir  o ff ices .
Attention is  d irected  to the fact that the foregoing amounts include paid b illin gs fo r 
the y e a rs  1950, 1951 and 1952, which w ere owed to the T erm in al O p erators, Incorpo­
rated by the New Y ork, New Haven and H artford R ailroad fo r track age and term inal 
fa c ilit ie s , as  follow s:
Chargeable Y ear Rate fo r  Y ear C ollections Rent Due Authority
1950 75% $ 644 10 $ 483 08
1951 75% 4 ,3 8 8  70 3 ,2 9 1  53
1952 53% 3 ,3 5 4  90 1 ,7 7 8  10
$5, 552 71
Fisca l Y ear 1953 $59, 852 42
Previous Y e a r 's  Income 5 ,5 5 2  71 
$ 6 5 ,4 0 5  13*
There was no actual signed agreem en t in effect on the date of th is audit. However, 
it is understood that another con tract w ill be negotiated in the n ear fu ture.
Castle Island T erm in al: T ra n sfe r  of the Naval F a c ility  at C astle  Island to the P ort 
Authority has been authorized by the C ongress of the United States and a lso  by the Gen­
eral Court of this Commonwealth.
Construction authorized under Chapter 771 of the A cts of 1951 is  not contem plated 
until a time subsequent to the deed for this property being rece iv ed .
L eases: It is  suggested that those le a se s  which a re  to be negotiated in the future 
for renewal o r extension be reviewed to determ ine that re n ta ls  a re  adequate. In this 
connection it was noted that one lease  with a yearly  rental of $ 4 5 ,0 0 0 .0 0  has been in 
effect at that rate for m ore than tw enty-five y e ars .
It was also  noted that the norm al procedure in negotiating le a se s  does not include 
competitive bidding. It is  suggested, in certa in  c a s e s , le a se s  be awarded on the b asis  
of bids, a fter requests to bid have been duly advertised.
P ie r #5 -  Incom e: It is  suggested that inform ation re la tiv e to every ship docking at 
P ier #5 should be forwarded to the accounting section  im m ediately , and the C om ptrol­
le r 's  Bureau should be contacted for advice so that the proper form s m ay be prepared .
It is  suggested that th is form  should include inform ation as to the date and tim e of dock­
ing, the value of the cargo , and possibly the types of charges which may be co llected , 
such as wharfage, dockage, w ater, e le c tr ic ity , etc.
P ie r  #5 - Collection of C h arges: It is  suggested that consid eration  be given to c o l­
lecting certain  charges d irectly  from  ships docking at P ie r  #5 . It is  understood that 
such an arrangem ent is  in effect at the Army B a se  and apparently operating efficien tly .
Sales of Land: During the period of th is audit, $ 2 1 3 ,3 2 5 . 96 was rece iv ed  from  
sales of land.
The sa le  of property to a le sse e  fo r $ 1 3 6 ,3 7 8 . 50 was a fte r  an ap p raisal made by an 
outside a p p ra iser, who established  that value.
A deposit of $ 1 ,0 0 0 .0 0  applying to a sa le  of land fo r $ 8 ,0 0 0 .0 0  was also  received  
and deposited within the audit period. The balance of $ 7 ,0 0 0 .0 0 , however, had not been 
paid as of the date of audit. The signed sa le s  agreem en t, which was approved by the 
Governor and Council, is  now ready fo r delivery pending payment of the balance due.
A proposal to purchase 1 4 ,4 1 0  square feet of land located on B S tree t, South Boston 
for $ 6 ,0 0 0 .0 0  was accepted by the Board at a m eeting which was held August 18, 1953. 
The quitclaim  deed was approved by the Governor and Council on O ctober 8, 1953, and 
the check fo r $ 6 ,0 0 0 .0 0  was receiv ed  on O ctober 23 , 1953.
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It was noted that even though it is  not the norm al procedure to ad v ertise  fo r o r r e ­
quest bids on land for sa le , one p arce l of land was sold to the highest bidder a fter bids 
had been posted.
Option to Buy: It was noted that a check fo r $ 1 ,0 0 0 .0 0  representing a deposit on an 
option to buy land from  the Authority was on hand in the accounting o ffice  on the date of 
audit. This option was approved by the Governor and Council O ctober 8, 1953 and the 
check was subsequently deposited.
M ystic P ie r  #48 -  F ire  L o ss : It was noted that the Boston and M aine R ailroad  had 
rece iv ed  $ 9 9 ,4 0 2 . 62 in fu ll settlem en t for dam ages on account of a f ir e  at P ie r  #48 on 
June 2 and 3, 1953 according to a le t te r  dated Septem ber 14, 1953.
NORTH READING STA TE SANATORIUM REP O R T NO. 54-34
New H ouses: In th is  connection the previous audit rep ort stated :
"A ttention is  d irected  to the fa c t that this institution has completed 
the constru ction  of a new sin gle house intended fo r the occupancy of the 
superintendent, and a new duplex house intended for occupancy by two 
sta ff p h ysicians. In this connection it was noted that th ere  was expended 
by the institution fo r  fu rniture and furnishings the sum of $ 8 ,1 1 5 .0 0  and 
fo r household supplies an additional amount of approxim ately $ 1 ,3 0 0 .0 0 .
"A fter th is fu rn itu re, e tc . had been purchased, the Com m ission on 
A dm inistration and Finance determ ined that the superintendent should be 
charged fo r its  use at the ra te  of $ 3 5 .0 0  per month, and the two physi­
c ians should be charged individually at the ra te  of $24. 00 per month. At 
th is point, the superintendent and one physician declined to pay fo r use of 
the fu rn iture and elected  to use th eir  personally  owned property in its 
stead . B e cau se  of this apparent im p asse, this new furn iture, which is  
not adaptable fo r use elsew here in the institution, is  presently  stored  in 
the basem ent of one of the hospital buildings, where it w ill undoubtedly 
d e terio ra te  in value and appearance unless it is  put to p ra c tica l use within 
a sh ort tim e.
" I t  does seem  that this situation could have been much m ore clearly  
anticipated so that the Commonwealth would not have had to expend nearly 
$ 1 0 ,0 0 0 .0 0  u n n e c e ssa r ily ."
It was noted that the tra n s fe r  of th is fu rniture was authorized by the State Purchasing 
Agent in accord an ce with the following le t te r :
COPY
THE COMMONWEALTH O F MASSACHUSETTS
Com m ission on 
A dm inistration and Finance 
State House, Boston 33
O ctober 23, 1952
D r. Alton S. Pope 
Deputy C om m ission er 
D epartm ent of P ublic Health 
State House, Boston
D ear D octor:
R eferrin g  to your le tte r  of O ctober 16th addressed to M r. Bu ckley, attention of 
M r. B a y lie s , this o ffice  approves tra n s fe r  of furniture and equipment not needed at the 
Superintendent's House and the Duplex House to other places in the institution where it is 
needed.
en
Very truly yours,
G. J .  Cronin
C om m issioner and Purchasing Agent
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In checking the inventory of this fu rniture, e t c . . it was noted that a sm all part of it 
is  cu rren tly  being used in the institution dining room, kitchen and in the d orm itories.
It was fu rth er noted that the superintendent and the a ssistan t superintendent a re  
paying a monthly rental of $10. 00 and $6. 95 resp ectiv ely  fo r the use of rugs, d rap eries 
and o th er item s. Attention is  a lso  d irected  to the fact that the sen io r physician is 
charged $4. 50 each month while two assista n t physicians pay $ 9 .0 0  and $ 3 .0 0  re sp e c ­
tively fo r the use of the house furnishings.
The bulk of the fu rn itu re, however, is  s t il l  stored  in the basem ent of the sch ool- 
house.
It is  suggested that possibly the balance of this fu rniture may be sold o r tran sferred  
to other State agencies as it must be constantly depreciating in value and d eteriorating 
in appearance.
Pay R olls : It was noted that the pay ro ll and regu lar State bank checks a re  of the 
same color and has resulted  in the bank’s charging the wrong account in sev era l 
instances.
This m atter was d iscussed  with the tre a s u re r  and it was understood that when the 
present supply of pay ro ll checks is  exhausted, they will be printed on a different colored 
check.
Bonding of Em ployees: It was noted that the sen io r bookkeeper, who is  not bonded, 
handles a certain  amount of cash.
It is recommended that step s be taken to arran g e a bond fo r th is em ployee.
It was further noted that th ere appears to be no money and secu rity  insurance c o v e r­
age for the employee who deposits funds in the loca l depository , which is approxim ately 
five m iles from the institution, and it is  th erefo re  recom m ended that this m a tter be 
taken care  of.
Canteen: On August 29, 1953 f ire  destroyed a g rea t part of the inventory of the 
canteen, which had been operated as a private en te rp rise . S ince that date th ere  has been 
no canteen in operation at this institution.
Inventories: Although the aggregate of the overages and sh ortag es w ere com p arable 
in the test inventory taken in connection with this exam ination, many individual item s 
indicated wide variations.
In this connection it was noted that although the storek eep er a s s e r ts  that an inven­
tory is taken four tim es each y ear, no adjustm ents w ere made to bring the stock  ledger 
accounts into agreem ent with the actual physical inventories of the resp ectiv e  item s.
It is suggested that periodically inventories be taken and n ecessa ry  adjustm ents be 
made in the stock ledger to c o rre c t account b alan ces.
While the audit was in p rog ress a second inventory was taken of the contents of the 
refrig erators. In checking this inventory, e r r o r s  of om ission  and com m ission  in r e ­
cording issu es on the requisition slip s w ere noted.
G reater ca re  should be exercised  in recording issu es on requisition  slip s if the stock  
ledger balance figures a re  to have any value.
Construction of Superintendent's House and Duplex House: It was noted that 
$5 ,0 0 0 .0 0  was paid to a contractor in settlem en t of a judgment rendered in Suffolk Supe­
rior Court with respect to a contract awarded under the provisions of Section 2 of 
Chapter 599 of the Acts of 1948 which was fo r  the construction  of a superintendent’ s 
house and a duplex house.
This settlem ent was occasioned by the fa ilu re  of the Commonwealth in not having 
water connection lines installed on tim e.
The contract was awarded on July 2, 1949 and work started  on August 17, 1949, and 
the contract for the w ater connecting lines was awarded on Septem ber 25, 1950, m ore 
than a year la te r .
PUBLIC BEQ U EST COMMISSION REP O R T NO. 54-37
Accumulation of Fund: In this connection the previous rep ort stated :
"Section  28C of Chapter 6 of the Tercen tenary Edition of the G eneral 
Laws reads as follow s:
’Section 28C. D istribution of Income - When and so long a s , 
the principal of said  fund amounts to five hundred thousand d o llars,
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'sa id  com m ission , with the approval of the governor and council, 
may d istribu te, in accord an ce with its  ru les and regulations 
re la tiv e th ereto , the incom e from  said  fund to such worthy c i t i ­
zens of the commonwealth, a s ,  in its  opinion, by reason  of old 
age and need, a re  entitled th ereto . No man under six ty -fiv e  and 
no woman under sixty sh all be deemed to be entitled to a ssista n ce  
from  such fund. '
" I t  is  noted that the to tal amount accum ulated in this fund sin ce  Septem ­
b e r  1, 1929 is  only $3 , 9 6 1 .8 5 . S ince no payments may be made from  the 
fund until the principal amounts to $ 5 0 0 ,0 0 0 .0 0 , it is  apparent that unless 
contributions a re  in creased  to a fa r g re a te r  extent than those which have 
been receiv ed  to date, th ere  is  little  likelihood that the purpose fo r which 
the fund was created  w ill ev er be c a rr ie d  out. "
T h ere w ere no contributions rece iv ed  by th is fund during the audit period.
ST A T E  SUPERINTENDENT OF BUILDINGS R EPO R T NO. 54-39
Contingent L iability  on Completed C on tract: It was noted that on Septem ber 29, 1952, 
a co n tract for the installation  of a freigh t e lev ator in the State House was awarded to the 
low est bidder for $67, 5 2 5 .0 0 . On A pril 21, 1953 an ex tra  work o rd er fo r $15 2 .1 4  ap­
proved in w riting by the P ro je c t A rch itect, the Superintendent of Buildings and the M assa­
chu setts P ublic Buildings C om m ission, was granted to this con tractor to cover certain  
changes in the con tract. This p ro jec t was accepted as com pleted by the State Superintend­
ent of Buildings as of June 12, 1953, th ree days b efo re  the com pletion date stipulated in 
the co n tract. In th is connection it was noted that the co n tracto r filed  a petition in court on 
August 28, 1953 against the Commonwealth claim ing ex tra  com pensation in the amount of 
$10, 825. 80 for a lte ratio n s in the foundation of the freigh t elevator.
This petition a lleg es that, "T h e  work sp ecified  in the said  additional drawings consti­
tuted e x tra  work provided fo r by A rtic le  XV II of the said  contract and was perform ed by 
the petition er at the d irection  of the said  a rch ite c t and of o ffic ia ls  duly authorized to act 
on behalf of the Commonwealth at an agreed p rice  of $ 1 0 ,8 2 5 . 8 0 ."
An answ er is  being filed  by the Attorney G en era l's  o ffice  denying the allegations of the 
petition and alleging that no ex tra  work o rd er was given in w riting and approved by the 
C om m ission  as requ ired  by A rtic le  XVII of the con tract and that no w ritten claim  for extra 
com pensation was filed  as required by said  A rtic le  XVII.
L e tte r  C o n tracts : Section 8A of Chapter 29 of the G eneral Law s, provides in part 
fo r  the posting of a notice inviting proposals on co n tracts  involving amounts from  one 
thousand to five thousand d o lla rs . It was noted, however, that con tracts under one thou­
sand d o llars a re  awarded a fte r  proposals have been received  by le tter . An examination of 
th ese so -c a lle d  " le t te r "  co n trac ts  awarded during the cu rren t audit period indicated that 
143 aggregating $78, 8 0 9 .3 5  w ere awarded. The following sum m arizes these awards by 
type of work:
Description 
of Work
Painting
Plumbing
Heating
E lectrical
Interior Wall Cleaning 
B ra ss  Refinishing 
Asphalt Tile Flooring 
Sheet Metal 
General 
Totals
Total No. Total No. Total Value
: C on tractors of Awards of Awards
2 56 $31 ,003  00
2 9 4 ,7 4 2  00
1 9 4 ,5 3 7  85
4 7 3 ,2 1 7  50
1 11 4 ,9 2 2  00
1 4 2 ,7 1 5  00
1 6 2 ,4 0 1  00
1 3 890 00
3 38 24 ,381  00
16 143 $ 7 8 ,8 0 9  35
and E lsew h ere : Section 10 of Chapter 8 of theAssignm ent of Rooms in State H 
T ercen ten ary  Edition of the G eneral Laws as amended by Section 4 of Chapter 249 of the 
A cts of 1938, and Chapter 440 of the Acts of 1943, re ferrin g  to the Superintendent of 
Buildings, s ta te s :
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"He sh all, under the supervision of the governor and council and 
with the approval of ¡he com m ission on adm inistration and finance, 
assign the rooms in the state house and room s elsew here used by the 
commonwealth, and may determ ine the occupancy thereof in such m an- 
ner as the public serv ice  may re q u ir e ...........................
In conform ance with the foregoing statute, certain  private se rv ice  en te rp rise s  have been 
allotted re n t-free  space in the State House.
DIVISION OF BANKS R E P O R T  NO' 54’ 44
Liquidation Expense Account: The balance in the Liquidation Expense Account on 
the date of audit was $1 ,631 . 50. This included rece ip ts of $ 1 ,1 2 9 .1 6  and payments of 
$810. 58 during the current audit period.
Examination of Banking Institutions: C osts of exam inations of the various in stitu ­
tions under the supervision of the Division of Banks a re  billed to the banks concerned. 
Charges for the examinations of co-operative banks, cred it unions and savings banks a re  
based on a percentage of the assets  of these institutions concerned and do not in every 
case cover the actual cost of ihe examination.
During the period from September 12, 1952 to October 6, 1953, these respectiv e 
costs and reimbursements were as follows:
Reim bursem ent
Costs Billings D ifferen ce
Savings and Loans Associations $ 2 ,1 6 0  71 $ 2 ,1 6 0  71 _
Other Banking Institutions 6,843  85 6 ,8 4 3  85 -
Credit Unions 80 ,935  74 3 2 ,8 5 5  32 $ 4 8 ,0 8 0  42
Trust Companies 151,741 15 151 ,741  15 -
Co-operative Banks 195,381 81 186 ,123  03 9 ,2 5 8  78
Savings Banks 248 ,347  00 1 93 ,532  80 5 4 ,8 1 4  20
$685 ,410  26 $57 3 ,2 5 6  86 $11 2 ,1 5 3  40
VETERANS' BONUS COMMISSION R EP O R T NO. 54 -45
Financing of Korean Bonus Paym ents: Sections 9 and 10 of Chapter 440 of the Acts 
of 1953 define the method to be used in financing the payment of bonuses to Korean 
veterans.
Section 9 provides for the issuance of notes as a tem porary m eans of financing such 
payments, while Section 10 provides fo r the refinancing through bond issu es the notes 
authorized by Section 9 and for refinancing in the aggregate not m ore than $ 3 0 ,0 0 0 ,0 0 0 .0 0  
of the bonds issued under the provisions of Chapter 608 of the A cts of 1946, the act which 
originally created the V eterans' Serv ices  Fund and provided fo r payment of a bonus to 
veterans of vVorld War II.
Attention is directed to the requirem ents of A rticle  LXEI of the Amendments to the 
Constitution of the Commonwealth, which m ake it n ecessary  that the term  of bonds and 
notes be defined by legislative act p rior to the borrowing of any money by the State T r e a s ­
urer. By the adoption of Chapter 676 of the Acts of 1953, the G eneral Court complied 
with the requirem ents of the Constitution only insofar as borrow ing by bonds was con­
cerned, but through an oversight this la tter act did not include borrow ing by m eans of 
notes. Since, under Chapter 440 of the A cts of 1953, bonds could be issued only to r e ­
finance notes, the State T rea su rer could not proceed to ra ise  funds fo r the payment of the 
bonus. The need for a sp ecia l legislative sessio n  was im m ediately apparent.
Soon after the approval on June 5, 1953 of the act providing for a bonus to veterans 
of the Korean War, the V eteran s' Bonus Com m ission was created . Applications for pay­
ment of this bonus w ere accepted soon th erea fter, and it was indicated to the in terested  
veterans that payments would begin in Septem ber of 1953.
On August 20 , 1953, despite the obvious om issions in Chapter 676, the Executive 
Council at a m eeting presided over by the Lieutenant-G overnor voted to authorize the 
T reasu rer and R eceiv er-G en era l to borrow  $ 1 5 ,0 0 0 ,0 0 0 .0 0  on notes of the Commonwealth 
under Section 9 of Chapter 440. The T re a su re r , for constitutional reason s, was unable to 
comply with the ord ers  of the Lieutenant-G overnor and the Council,, and, as a re su lt, on 
Septem ber 1, 1953, the Governor, through Executive O rder No. 21, acting under the p ro­
visions of Chapter 639 of the Acts of 1950, ordered the State T re a su re r  to pay the cost of 
th is bonus out of the treasu ry  of the Commonwealth.
70 P .D . 6
Attention is  d irected  to the fact that the Governor p o sse sses  the authority to d eclare  
such an em ergency under Chapter 639 of the A cts of 1950 only in the following conditions:
M. . .  if and when the con g ress of the United States sh all d eclare  w ar, or 
if and when the P resid en t of the United States sh all by proclam ation or 
o therw ise inform the governor ¡.hat the peace and secu rity  of the com m on­
wealth a re  endangered by bellig eren t acts  of any enemy of the United 
S ta te s . . .  ”
This act provides for the safety of the Commonwealth during the ex isten ce of an 
em ergency resulting from  d isa s te r  o r h ostile  action , and consid erable doubt n ecessarily  
e x ists  as to the legality  and the propriety of the Executive O rder issued by the Governor 
in th is in stan ce . It is  alm ost im m ediately obvious that the difficulty in which the execu­
tive branch found itse lf  should have been co rre cted  by a sp ecia l sess io n  of the L e g is la ­
ture ra th er than by a m isapplication of em ergency pow ers. C ertain ly th ere  is  reason ­
able doubt as to whether o r  not the G overnor ev er has the power to se t aside the provi­
sions of the Constitution of the Commonwealth, which state  in Section 4 of A rtic le  L X II . . .
’’Borrow ed money shall not be expended fo r any other purpose than 
that fo r which it was borrow ed or for the reduction or d isch arge of the 
principal of the lo a n ."
As a resu lt of bonus payments and because of extensive distributions of cash to the 
c it ie s  and towns by the fo rm e r C om m ission er of Corporations and Taxation upon his 
re tirem en t, the cash  position of the Commonwealth was serio u sly  endangered, and, as 
a consequent re su lt, despite the constitutional provision cited above, to re s to re  the cash 
position of the Commonwealth $ 1 5 ,0 0 0 ,0 0 0 .0 0  was borrow ed by ord er of the Governor 
and the Executive Council fo r the G en eral Fund in anticipation of re ce ip ts  from  taxes. 
This borrow ing provided tem porary re lie f, but it is  presently  being followed up by b o r­
rowings of $ 1 4 ,0 0 0 ,0 0 0 .0 0  under the Highway Im provem ent Act of 1950; $ 9 ,0 0 0 ,0 0 0 .0 0  
under Capital Outlay Loan Act of 1951, and $2, 5 0 0 ,0 0 0 .0 0  under the A irport Im prove­
ment Loan of 1951, and it is  im m ediately obvious that the proceeds of th ese borrowings 
w ill be placed in the general cash of the Commonwealth and used fo r other purposes than 
that fo r which it was supposedly borrow ed, a procedure which is  in violation of the pre­
viously quoted Section 4 of A rtic le  LXII of the Amendments to the Constitution of the 
Commonwealth.
Fu rth er attention is  d irected  to the fact that repaym ent of $ 1 4 ,0 0 0 ,0 0 0 .0 0  borrowed 
under the Highway Im provem ent Loan will not begin until Septem ber 1, 1961.
Volume of T ran sactio n s: As of the c lo se  of b u sin ess O ctober 6, 1953, 57 ,122  ap­
p lications fo r bonus paym ents had been receiv ed  at the com m ission office and 26 ,783 
item s amounting to $ 7 ,2 1 7 ,4 0 0 .0 0  had been paid. The rem aining 3 0 ,3 3 9  applications 
a re  in the p ro ce ss  of being acted upon. In this connection it was learned that approxi­
m ately  30% of a ll  o rig in al applications exam ined a re  deemed in som e resp ect to be i r ­
reg u lar and m ust n e ce ssa rily  be held up until fu rth er detail o r information is  forthcom ­
ing. From  observation  it was learned that the principal reasons for delays in processing 
of applications w ere represented  as follow s:
1. Lack of signature
2. Incom pleted applications
3. Insufficient o r m isleading inform ation on the veteran s’ sep aration
rep o rts re la tiv e to foreign s e rv ic e , etc.
4. Insufficient evidence to establish  residence
Bonus Application: Item 26 of the bonus application reads as follow s:
26. Foreign and/or
Sea S e r v ic e ..........................................P la c e .................................................
Y ears  Months Days
On exam ination of the paid applications it was noted however that additional inform a­
tion was required from naval veterans in certain  ca se s . Apparently a veteran who had 
been assigned to a ship is  considered by the Navy as having sea  se rv ic e  even though the
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ship may not have left port during the veterans' assignment thereto, and so c^edil^ ^
time to sea  serv ice . For purposes of this bonus, however, the veteran, to be eI'g ‘ble 
for the maximum $300.00  bonus, must serve "outside the continental l i m i t s t h e U n i t e d  
States". On applications where such sea serv ice  is indicated but no actual ev dence 
foreign serv ice  is presented, he is subsequently required to comp e  nroved
in which his serv ice  outside the continental lim its of the Unite S a es 
This precedure n ecessarily  delays the processing of such applications.
It is therefore suggested that the phrase be m ore descriptive and that it be added to 
this item on all applications which a re  henceforth printed. This should tend to reduce 
the delays in processing applications in this p articu lar category.
Cash Transactions: The permanent books of record of this com m ission consist 
principally of a Budgetary Control R egister. No cash book or general ledger is  m ain­
tained. It is suggested that a cash book be installed which should analyze cash  rece ip ts 
which are now obtained from the following three sou rces:
1. Advances from the State T reasu rer
2. Refunds from applicants account of bonus overpayments
3. Voided bonus checks transmitted to State T reasu rer with a rece ip ts 
voucher
Authorizations for Payment - Korean Bonus: At present authorizations for payment 
of the Korean Bonus to applicants are periodically transm itted to the State T re a su re r  so 
that necessary entries will be made on his records. These authorizations a re  prepared 
by the commission from a report received from the Machine Bookkeeping section  of the 
State Treasurer's Department. These authorizations at present indicate the g ro ss value 
of all checks used and include voided checks. To adjust the authorizations to the amount 
actually disbursed the commission also rem its a receipt voucher to the State T re a su re r  
indicating the value and number of voided checks. It was understood that the principal 
reason for this method of handling voided checks is  that the State T re a su re r  in s is ts  on 
accounting for every prenumbered check. The bank account from which th ese bonus pay­
ments are made is under the control of the State T reasu rer and all checks a re  signed by 
him in that capacity, not as a member of the Veterans' Bonus Com m ission. T h e re fo re , 
the accounting for all disbursements made should be handled entirely  within the D ep art­
ment of the State Treasu rer.
In this connection the Veterans' Bonus Com m ission should send to the State T r e a s ­
urer daily an authorization for payment which would indicate the number and value of ap­
plications by denominations. A permanent record  of these authorizations should be kept 
in the commission's offices and should also indicate the quantity and value of applications 
transmitted for payment. Periodically reconciliations should be affected between the 
commission's records and those under the control of the State T re a su re r .
Accounts Receivable Resulting from Bonus Overpayments: A card  file  is  m aintained 
of each case where a veteran refunds bonus overpayments to the com m ission . Paym ents 
received from this source to date were made by veterans th em selves who recognized thay 
had been overpaid and who voluntarily returned such amounts. Receipt of th ese refunds 
was apparently the firs t knowledge that the com m ission had of the sp e cific  overpaym ents, 
and so the card record indicated was ostensibly prepared a fter the fact. It was fu rther 
noted that this file gives no indication of amounts that might possibly be due from  v e te r ­
ans. To the date of audit five veterans had voluntarily returned $ 1 0 0 .0 0  each re p rese n t­
ing such overpayments. It would appear that a rech eck of a ll paid applications should be 
made to determine the accuracy of payments.
This entire m atter was discussed with the d irecto r who stated that such a v e r if ic a ­
tion is planned in the near future when the backlog of applications to be p rocessed  for 
payment has been reduced.
In addition to the five ca ses  of overpayments noted h eretofore it was determ ined that 
two veterans had been issued checks by the State T re a su re r  in ex cess  of amounts indi­
cated by th eir applications as follow s:
Amount of Overpayment 
Uncollected as of
Application No. O ctober 7 , 1953
5372
3259
$100 00 
200 00
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It is  suggested that inform ation on th ese item s and any subsequent s im ila r  item s be 
supplied to this com m ission  by the D epartm ent of the State T re a su re r  so that step s could 
be im m ediately taken to effect repaym ent.
Bonded Em ployees: It was noted that none of the em ployees of this com m ission  are  
bonded. It is  suggested that the d irec to r and those em ployees whose duties requ ire  them 
to handle cash  and checks returned by the post o ffice  be bonded.
ST A T E  TEACH ERS C O LLEG E AT BRID G EW A TER REPO RT NO. 54-51
Beulah R. Brown T ru st Fund: During the period under audit the State T re a su re r  
rece iv ed  $ 5 ,0 0 0 .0 0  which was brought on to the reco rd s in the C om p tro ller's Bureau as 
the Beulah R. Brown Scholarship  Fund.
However, as of the date of audit, this fund was not reflected  on the co llege record s 
and correspondence seen  indicated litigation  is  pending regarding the final disposition of 
this bequest.
D eficiency Pay R oll: As of the date of audit th ere  was an appropriation deficiency 
fo r  sa la ry  adjustm ents granted but not paid in the 1952 f is c a l  y ear in the amount of 
$ 4 6 6 .0 6 . It is  understood that this amount w ill be requested of the next sessio n  of the 
G en eral Court.
Overdue Accounts R eceivab le : A review  of the accounts rece iv ab le  outstanding as 
of the date of audit indicated se v e ra l sm all accounts which appear to be long overdue.
It is  recom m ended that th ese accounts be re fe rre d  to the A ttorney-G eneral for co l­
lection  o r disposition.
Incom e: During this period under audit a rece ip t fo r $ 1 0 0 .0 0  fo r board was fo r­
warded two tim es to the State T re a su re r . As a resu lt the cash  balance shows a deficit 
of $34. 00 in the incom e cash  as of O ctober 19, 1953, w hereas it should have amounted 
to $ 6 6 .0 0 .
While the audit was in p ro g ress a requ est was made of the State T re a su re r  to refund 
th is  amount.
Cash Book: It was noted that cash  book en tr ies  could not be checked to bank deposits 
becau se gen era lly  pay ro ll checks of em ployees who had received  advances during the 
month w ere included on the sam e deposit s lip s  with the incom e cash and because income 
was not deposited in the o rd er in which it was receiv ed .
As a ll pay ro ll advances a re  now paid d irectly  by the State T rea su rer this difficulty 
should not be encountered in the future, provided the incom e is  deposited as it is  re ­
ceived .
DIVISION O F BUILDING CONSTRUCTION REPO RT NO. 54-52
T his D ivision was establish ed  on Ju ly 1, 1953 in accordance with the provisions of 
Chapter 612 of the A cts of 1953. The Chapter provides that a ll p ro jects  and appropria­
tions of the M assach u setts Public Building Com m ission be tran sferred  to this Division. 
T his Act fu rth er provides that the D irec to r shall prepare and submit annually to the 
Budget C om m ission er a report of a ll p ro jects  requested, and his recom m endations for 
a long range program  fo r  construction by the Commonwealth of buildings and related 
s tru c tu re s . The Chapter a lso  provides that the D irecto r shall have control and super­
vision of a ll building construction p ro jects  which a re  estim ated will cost $ 1 0 ,0 0 0 .0 0  or 
m o re , as d escribed  by the A ct. In this connection it is  noted that the p re d ecesso r com ­
m iss io n 's  obligations only extended to approving plans, sp ecification s and co n tracts .
On the date of audit, plans and specification s had been completed on the 96 p ro jects  
se lected  under the postwar program by the p red ecessor com m ission , and in addition to 
th ese p ro jec ts  8 were selected  and completed by that com m ission fo r plan preparation, 
and w ere financed by advances from the Fed eral Works Agency, Bureau of Community 
F a c il it ie s .  The Fed eral Government has made $ 1 5 4 ,3 5 8 .0 0  available fo r these p ro jec ts , 
and on the date of audit, $ 1 5 4 ,0 6 4 .8 8  had been received and expended to com plete them. 
T h ere has also  been an additional appropriation of $ 5 ,0 0 0 .0 0  by the Commonwealth under 
authority of Chapter 669 of the Acts of 1949 to supplement the amount already granted by 
the F ed eral Government to be applied to the M ystic R iver Dam P ro je c t .
Chapter 756 of the A cts of 1951 authorized a total bond issu e of $ 2 3 ,2 5 0 ,0 0 0 .0 0  
known as the "Sp ecial Capital Outlay Program  fo r the Commonwealth", and it fu rth er 
provided that plans, specification s and contracts be approved by this com m ission .
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In addition there was authorized by Chapter 604 of the Acts of 1952 a bond issu e of 
$34, 3 0 0 ,000 . 00 and by Chapter 660 of the Acts of 1953 a fu rther bond issu e of 
$ 8, 100,  000.  00.
FOXBOROUGH S T A T E  HOSPITAL REP O R T NO. 54-53
Reconciling Sales Slips to Accounts Receivable C ontrol: In reconciling ch arges from  
sales slips to the Accounts Receivable Control account variances etc. w ere noted between 
the duplicate sa les slip and the tissu e copy remaining in the sa le s  book fo r audit purposes 
with the result that a great deal of difficulty was encountered in effecting this re co n c ilia ­
tion. This m atter was brought to the attention of the proper personnel with the su g ges­
tion that the condition be corrected.
Farm Report -  Excessive Loss in Garden F ie ld s: It was noted that the Garden 
Fields loss for 1951 was $ 2 ,8 3 2 .1 0 , while the loss for 1952 was represented  as 
$10,909.60. The reason advanced for the loss in 1952 was that a new head fa rm e r 
charged all farm labor costs to this project.
Canteen Variance: A comparison of the physical inventory with the established  book 
inventory as of November 2, 1953 indicated the physical inventory to be $ 3 1 3 .3 4  le s s  than 
the book inventory in relation to sales of $ 1 6 ,0 7 0 .0 1 .
DEPARTMENT OF PUBLIC HEALTH
GENERAL DEPARTMENT REP O R T NO. 54-55
District Offices: The d istrict o ffices of this department w ere not visited  in conn ec­
tion with this examination. Correspondence with the sev era l d istric t o ffices  however 
indicated that certain income fees were being held by them pending receip t of additional 
information. In two instances the fees were retained for a period of th ree w eeks. As 
this arrangement is contrary to the C om ptroller's d irectives it is  suggested that a ll in­
come be deposited immediately upon receipt.
Agreement with Red C ross: The arrangem ent between this departm ent and the
d P T 5 ™ 5 continued du™ g  the 1953 fisca l year on a re im bu rsem ent b a s is , 
nprinri oS ? eri0C* amounte^ to $ 7 1 ,9 5 5 .4 0 . Unpaid re im bu rsem en ts fo r the
October 19 1953 September 30, 1953 totaled $1, 590. 26 and w ere s t il l  unpaid as of
annrnnrfar*SCa  ^ Liability Not Recorded on Books: An audit of the ch arg es  to the 
P a t i e n t ^ t f or " Payment of Subsidies to C ities and Towns fo r T u b ercu lar 
bills tntalina «aasncoQScita S^ * ° r f*s c a '  year indicated that th ere  w ere included
Drior to tQM $ l  ’ 6, " -  5 o ! Í ÍCh Were A r a b l e  to the 1951 calend ar y ear and $9 , 56 6 .3 7  
ment rerpiimá 1953 the D|vision o t  T u bercu losis and San atoria  in th is  d ep art-
cemhpr 91 iQ^o°m^  e sev era l c it ies and towns the subsidy b ills  for the y e a r ended D e­
total pH « ¿ 4 7  i*j7 en ^2, 1953 after verification  by th is D ivision, th ese b ills  which
navmpnt u  ’ Wf re sent t°  the departm ent's f is c a l o ffice  fo r final v e rifica tio n  and 
Upp j  owever, the department record s on June 30 , 1953 indicated that no entry had 
hpranco m ° Í qco ° °k s *°. encumb er these invoices for the 1952 ca len d ar y e a r , apparently 
calendar 6 aPProPriation had been exhausted in paying com p arable b il ls  fo r  the 1951
j, ew Chronic D isease Hospital -  Illegal C ontract: Attention is  ca lled  to the fact that 
e original contract for the New Chronic D isease Hospital was d eclared  illeg a l by the 
U<**C*a  ^ ^ our* on April 8, 1952. At that tim e paym ents amounting to 
$<oy,712. 20 had already been made on it.
• q ma*te r  was turned over to the Attorney G en eral fo r  disposition. Subsequently 
in September 1952 another contract was awarded to the sam e co n tra c to r a fte r  new bids 
had been received and in June 1953 the Attorney G en eral requested that $ 9 0 0 ,0 0 0 .0 0  be 
withheld from the general con tractor on future payments due on that new co n tract under 
the provisions of Section 17 of Chapter 29 of the T ercen ten ary  Edition of the G en eral Laws 
until final determ ination of the m atter of the recov ery  of the payment on the f ir s t  con tract 
could be made.
It was fu rther noted that the co n tracto r subm itted a certified  statem en t indicating that 
the cost of the work completed on the orig in al con tract was $ 1 ,3 7 1 ,8 9 5 .0 6  exclusive of 
c la im s from  su b -co n tracto rs.
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New Chronic D isease Hospital - O riginal D esign er: The previous audit rep ort stated 
that a lawsuit had been brought against the Commonwealth by the orig in al designer to co l­
le c t a fee for se r v ic e s  from  June 1946 to Ju ly 1948. His contract was term inated  in D e­
cem ber 1949. It was noted that the suit was settled  in the amount of $ 5 5 ,0 0 0 . 00 and pay­
ment was accordingly made from the Special Appropriation for the New Chronic D isease 
Hospital in M arch 1953.
New Chronic D isease  H ospital: The con tract com pletion date for the new hospital is  June 
30 , 1954; it is  anticipated that it w ill be opened to re ce iv e  patients on Ju ly 1, 1954.
Its m aintenance appropriation accounts a re  cu rren tly  being m aintained in the f isca l 
o ffice  of this departm ent and it is  understood that they w ill be turned over to the T re a s ­
u rer of the new hospital when it is  opened.
T h is appropriation for the f is c a l  year 1954 was $ 1 0 3 ,3 0 0 .0 0 .
ATTO RN EY GEN ERAL R EP O R T NO., 54-56
Accounts R efe rre d  fo r C ollection : P r io r  audit rep o rts  have commented upon the 
difficu lty of making an audit under the p resen t system  of keeping re co rd s by the so -ca lled  
card  docket fi le . It has been suggested that th is fi le , which is  now alphabetically m ain­
tained by nam es of p erson s, should be supplemented by a file  arranged by State D epart­
m ents and Institu tions. Since such an arrangem ent has not been put into operation, it is 
again recom m ended that th is  be done and that under each State subdivision th ere should be 
a re co rd  of each individual or concern  owing money to a State agency. P eriod ic  v e rifica ­
tion of these reco rd s should be made by correspondence with the D epartm ents and Institu­
tion s.
Appropriation D eficiency : The d eficiency noted in the previous audit rep ort, in the 
amount of $693. 65, in the V eteran s' Legal A ssistan ce  Appropriation for 1952 was paid 
during the 1953 f is c a l  year with funds sp e cifica lly  provided.
Bonds: The position of ch ief c le rk  is  bonded for $ 1 ,0 0 0 .0 0 . However, the legal a s ­
s is tan t of the Attorney G eneral who handles a ll co llection s in the f ir s t  instance is  not 
bonded. It is  th erefo re  recom m ended that he too be bonded.
GRAFTON STA TE HOSPITAL R EPO R T NO. 54-57
R eturn  of $12, 599. 17 Cash Advance from  1953 Appropriation Treated  as an Expendi­
tu re by the C o m p tro lle r 's  Bu reau : In connection with recon cilin g  the 1953 maintenance ap­
prop riation  with C o m p tro lle r's  Bureau as of the date of audit, it was noted that the closing en­
t r ie s  of June 30 , 1953 had in creased  the expenditures fo rth e  1953 f isca l year by$12, 599. 17.
The following reason  was advanced for th is entry:
"R etu rn  of Advance Cash under the following accounts received 
a fte r  C o m p tro lle r 's  deadline, th erefore  handled as an expenditure in 
the 1953 fis c a l  y e a r :"
Account Number Amount
01 $1 2 ,0 0 2  49
02 596 68
$12, 599 17"
It was understood that the deadline for the return of advance money as defined by the 
C o m p tro lle r 's  Bureau was se t at July 10, 1953. The institution prepared a rece ip ts 
voucher and a check for the n ecessary  amount on July 9, 1953 and m ailed them to the 
bu sin ess o ffice  of the Department of Mental Health. Because the check did not reach  the 
o ffice  of the State T re a su re r  before the stipulated date the amount was considered to be 
an expenditure for the 1953 f isc a l y ear. This amount is  being curren tly  ca rr ie d  by the 
C o m p tro lle r 's  Bureau on its  reco rd s as a credit to the 1954 f isc a l y e a r’ s incom e accounts 
and it has advised the institution to do likew ise.
On the b asis  of the foregoing it appears that the institution is  being charged with ex ­
penditures totaling $12, 599. 17 in ex cess  of those actually incurred during the 1953 fisca l 
year and will be credited with a com parable amount as m iscellaneous incom e during the 
1954 f isc a l year.
V arian ces Between Q uarters R eg ister and Pay R oll for Room R en ts: In this connec­
tion the previous audit report stated as follow s:
"In checking the amounts authorized to be deducted from  em ployees' 
sa la r ie s  on the pay ro ll with the 'Q u arters R e g is te r ',  a considerable 
number of varian ces, both overcharges and undercharges, w ere noted.
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"This situation was discussed with the institution Treasurer who stated 
that the ’Quarters Register’ will be reviewed and any necessary adjust­
ments will be forthwith effected. "
A great deal of improvement was noted in these records during the cu rren t audit 
period, m inor variances which s till were noted were called to the attention o e ins 1 
tution trea su rer who indicated that further steps will be taken to c o rre c t the situation.
Occupancy of Room by Employees Without Charge: It was noted that Room 2 in the 
Administration Building was being used by an employee who is not being charged ren . 
This employee also occupies an adjacent room for which she is  charged on the pay ro ll. 
This matter was called to the attention of the proper o ffic ia ls  and it was suggested that 
the necessary steps be initiated to make the additional charge.
Reconciliation of Pay Roll Bank Account: It was noted that a variance of $1. 32 
existed between this record and the bank's account as of the date of audit. It was under­
stood that a complete reconciliation of this account had not been made sin ce May 30,
1953. This m atter was discussed with the institution tre a su re r  who advised that im m e­
diate steps would be taken to trace  the aforementioned d ifference and that future reco n ­
ciliations will be effected currently.
Patients' Fund - Old Outstanding Checks: It was noted that th ere w ere a number of 
checks in this Fund which had been outstanding for m ore than one year, as of the date of 
audit two of them had been outstanding for m ore than seven years.
It is recommended that payment be stopped on these checks and the status of the 
patients to whom the funds were issued be reviewed. It is possible that this money should 
be forwarded to the Department of Mental Health as funds of deceased, discharged or 
escaped patients.
Canteen Theft: The previous audit report stated as follows in this regard :
"On the morning of Saturday, July 12, 1952, the canteen was 
broken into by a person or persons unknown and ostensibly m erch an ­
dise valued at $526. 89 was stolen. The State P olice  w ere notified at 
that time as was also the Department of Mental Health. To date of 
audit the responsibility for this theft has not been establish ed . "
It was learned that four men who were apparently neither em ployees nor patients at 
this hospital were arrested  and crim inally prosecuted in connection with th is  and oth er 
thefts in the vicinity of the institution. On or about May 7 , 1953, an attorn ey, who rep ­
resented one of the parties who it was alleged had been the re ce iv e r  of the stolen  goods, 
gave the hospital superintendent the sum of $ 250 .00  to be applied as restitu tion  in th is 
matter, apparently at the direction of the court.
DEPARTMENT OF AGRICULTURE
GENERAL DEPARTMENT R EP O R T NO. 54-58
General: The principal purpose of the D airy Bonding Law is  osten sib ly  to p ro tect 
the financial in terests of M assachusetts producers in the event of certa in  contingencies. 
Bonds provided by this statute and th eir p rocessin g  is  controlled  by a section  within the 
Department of Agriculture which is  known as the D airy Bonding Section , operating d i­
rectly under the control of the C om m issioner of A gricu lture.
Dairy Bonding -  T ru st Deposit Control A ccounts: The T ru s t D eposit Control A c­
counts in the general ledger of this department co n sist of the following:
1. M iscellaneous T ru st D eposits -  Notes secu red  by Savings Bankbooks,
Stocks, Real E state  M ortgages, Life Insurance P o lic ie s , and 
M iscellaneous Stocks and Bonds.
2. Bond T ru st D eposits -  U. S. T rea su ry  Bonds. M iscellaneou s T ru st
Deposits Control Account is  charged with the e x ce ss  of notes 
received  over notes returned and is  cred ited  with the e x ce ss  of 
notes returned over notes rece iv ed . The Bond T ru s t D eposits 
Control Account is  adjusted in accord an ce with n ece ssa ry  changes 
in bond coverage.
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In connection with the foregoing, it is  suggested that control accounts fo r each dif­
fe ren t type of co lla te ra l now co llectiv ely  included in the T ru st Deposit M iscellaneous a c ­
count be m aintained in the general led ger, and that each such account be charged with 
the total value of notes receiv ed  and be cred ited  with the total value of notes returned.
D airy Bonding -  C ertified  Check: It was noted that on November 3 , 1953 th ere was 
on hand in the D airy Bonding Section a ce rtified  check dated D ecem ber 16, 1952 for 
$ 3 2 5 .0 0  representing c o lla te ra l. T h is check was sent to the State T re a su re r  for sa fe ­
keeping on D ecem ber 2, 1953. It is  suggested that in the future certified  checks be fo r ­
warded promptly to the State T re a su re r .
D airy Bonding - C o lla tera l to be Returned: It was noted that on November 3, 1953 
th ere  was c o lla te ra l on hand fo r the accounts of 12 inactive operators totaling $ 3 ,9 0 3 .3 9 , 
made up as follow s:
It was also  noted that the 9 bankbooks w ere in the inactive category at the tim e of the 
previous exam ination. It is  suggested that as soon as p ra tica l a fte r  an op erator becomes 
inactiv e, the co lla te ra l be returned to him.
It is  fu rth er suggested that a control account be set up in the general ledger for all 
item s of inactive c o lla te ra l to which tra n s fe rs  be made promptly from  the Active Control 
account.
D airy Bonding -  P rod u cers Exem pt from  Secu rity : The previous audit report stated:
"Section  42 E of Chapter 94 of the T ercen ten ary  Edition of the General 
Laws s ta te s  as follow s:
'I f  an applicant fo r  a lice n se  under section  forty-tw o A is  
a producer of m ilk o r cream , o r both, and, in addition to that 
produced by him , pu rchases per day from  oth er producers not 
m ore than one hundred quarts of m ilk o r its  equivalent in 
cream  o r  in m ilk , and cream , as determ ined by the com m issioner, 
and if the com m issio n er is  sa tis fied  from  an investigation of the 
fin ancial condition of the applicant that he is  solvent and possessed 
of su ffic ien t a s s e ts  to reasonably a ssu re  compensation to his 
p resen t and future c re d ito rs , the com m ission er may, by an order 
filed  in the departm ent of agricu ltu re, re lieve such applicant from 
filing a bond o r  o th er secu rity .
" It  w ill be noted that the foregoing specifica lly  re liev es an applicant, 
under certa in  conditions, from  filing a bond o r other security  upon an 
o rd er filed  by the C om m issioner.
" It  was noted, however, that during the audit period no such exemption 
o rd e rs  w ere found to be on f ile  in the department. Certain m ilk plant 
o p era to rs ' applications for licen se were found bearing the in itia ls of the 
Acting C om m ission er, in the section reserved  for Bond Requirem ent, on 
the application with a notation 'None' o r 'No Bond Required'. It is sug­
gested that a proper ord er form  be used for such exemptions and that they 
be available within the department for use in connection with future a u d its ."
As th ere  has been no change, attention is  again called to this m atter.
M ilk Bonding Notes P artia lly  Secured: On the date of audit it was noted that one 
d e a ler’ s  note was not com pletely secured. The note was for $ 1 8 ,0 0 0 .0 0  and the co lla t­
e ra l was valued at only $ 1 7 ,0 0 0 .0 0 , leaving $1, 000. 00 of the note unsecured. During the 
co u rse  of the audit additional co lla tera l was received by the department making the note 
fully secured .
9 Bankbooks
1 R eal E sta te  M ortgage
2 Surety Bonds
$1 ,5 5 3  39 
850 00 
1 ,500  00
$3 ,903  39
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there w ere 4 licen ses assigned but not issued for which the cash had been receiv ed  an 
tran sferred  to the State T reasu rer. These licen ses were s till pending for the 1 5  i- 
cense year as of the date of audit and the operators concerned had apparently continued 
to do business throughout the year without actually having on hand the n ecessary  licen ses, 
Cash was received for these licenses between February 3, 1953 and M arch 25, 1 5 .
From  information available within the Milk Bonding Section, of the foregoing 
dealers 3 were c la s s i f i e d  as being held for n ecessary  in creases in bond requirem ents 
totaling $7, 600 .00  and one was an ou t-of-state dealer from  Rhode Island.
It is  suggested that immediate action be taken to have the above 3 d ealers provide 
the additional co llateral to fu lfill their legal obligations or e lse  be precluded from  func­
tioning. During the course of the audit it was noted that one of the 3 d ealers mentioned 
submitted additional co lla tera l, making his required bond fully secured . In regard  to 
the out-of-state dealer, it is recommended that his fee be refunded if he cannot be l i ­
censed.
Milk Plant Operators' L icen ses: The previous audit report stated :
"It is  suggested that licen ses of Milk Plant O perators discontinuing 
business be returned to the Bonding Section where they should be left 
on f i le ."
Since the above situation s t ill  ex ists  on the present date of audit, attention is  again 
directed to a compliance with the suggested procedure.
Application for Poultry D ealer’ s L icen se : In this connection the p rior audit rep o rt 
stated:
"In several instances the applications for these lice n se s  for the 
year ending December 31, 1952 were not completed and questions 
pertinent to bond coverage were allowed to rem ain unansw ered ."
During the current audit it was again noted that applications w ere not com pleted 
particularly in connection with bond coverage data. It is ,  th ere fo re , again suggested 
that these dealers be obliged to com pletely answer a ll questions indicated on the appli­
cation form.
License Form s -  Poultry D ealers: The prior audit rep ort stated :
"At present the sam e licen se form  is  used for the $ 2 .0 0  fee - 1st 
truck; and for the $. 50 fee for each additional tru ck . It is  suggested 
that separate license form s be used for each type of lice n se ; that th ese 
forms be numbered ser ia lly  in advance and that the amount of the fee 
be printed th ereo n ."
The current examination again indicated failu re to comply with th is  com m ent. It is ,  
therefore, recommended that the n ecessary  changes be made to effectu ate the n ecessa ry  
controls over this type of incom e.
Poultry D ealers' Surety Bonds: The previous audit rep ort stated :
"It was noted that there w ere $868 , 200. 00 surety  bonds of th is 
category on hand O ctober 27, 1952. Inasmuch as th ere  was no con­
tro l account for them on the departm ent gen era l led ger, it is  again 
suggested that one be estab lish ed . "
During this audit it was noted that the aforem entioned control account has been 
established as suggested, beginning Jan uary 1, 1953.
Poultry D ea lers ' C o lla tera l - Surety Bonds F o rec lo se d : None w ere fo reclo sed  
during the period under audit. On the date of the previous audit th ere  was $ 1 0 ,0 0 0 . 00 on 
deposit in the State S tree t T ru st Company, Boston, M assach u setts , which rep resen ted  a 
foreclosu re of a surety bond and as no payments have been made from  it during this 
audit period, it s t il l  rem ain s on deposit.
Poultry Inspections: In th is connection the previous audit rep ort stated :
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"T o  the date of the audit 16 inspections of th is nature involving 
$180. 00 had been made and w ere billed as of O ctober 28, 1952 and 
November 6, 1952. "
This audit indicated that 30 poultry inspections had been made p rio r to November 3, 
1953, but had not yet been b illed . It was subsequently noted that of these inspections, 7 
w ere billed  on November 10 and the rem ainder on November 24, 1953. It is  suggested 
that b illin gs fo r th is type of incom e be m ade cu rren tly .
A gricu ltu ral M arketing R esearch  U. S. G rant: The reco rd s indicate that the fo l­
lowing tran sactio n s w ere passed through th is  account during the 1953 f isca l year:
B alan ce Ju ly 1, 1952 $ 1 5 6  48
United States Allotm ent Received 2 ,8 8 5  67
$3 ,0 4 2  15
Expenditures 3 ,0 3 5  46
B alan ce June 30 , 1953 $6 69
These funds w ere expended fo r  part of the sa la ry  of an agricu ltu ral s ta tistic ian  who 
a lso  rece iv ed  $744. 54 from  State funds, o r  a to tal of $3, 7 8 0 .0 0 . An analysis of the 
State funds expended on this p ro ject fo r the 1953 f isc a l y ear follow s:
P a rt of Salary  of A gricu ltural S ta tistic ian  $ 744 54
Tem porary  C lerks 1 ,8 4 0  05
T ra v e l 46 86
P rinting and Binding 1 1 9  75
$2 ,7 5 1  20
It was fu rth er noted that the F ed era l allotm ent fo r the 1954 f is c a l  year w ill be 
$ 3 ,4 0 0 .0 0 .
M osquito Control A sse ssm en ts , M aintenance A ssessm en t Fund -  Town of Fairhaven 
D elinquent: In connection with the exam ination of th ese re co rd s, it was noted that three 
towns w ere delinquent on November 3 , 1953, as follow s:
Town
Amount C ertified  by the State 
Reclam ation Board  to be Raised 
and Appropriated by the Town
Amount 
Paid by
Commonwealth
Amount due 
Commonwealth
Fairhaven
Freetow n
E s se x
$ 2 ,5 0 0  00 $ 2 ,000  00 $500 00
250 00 None 250 00
600 00 None 600 00
Sin ce the date of audit, November 3 , 1953, it was noted that the amounts due by the 
towns of Freetow n and E s se x  w ere cleared  on the annual settlem ent of November 20, 
1953. However, the town of Fairhaven is  s t ill  indebted to the Commonwealth in the 
aforem entioned amount of $500. 00 according to the records in the Department of A gri­
cu ltu re.
M osquito Control Funds R estricted  Revenue: Under authority of Chapter 252 of the 
G en eral Laws of the T ercen tenary  Edition, as amended, the C om ptroller's Bureau an­
nually estim ates the amount of the so -ca lled  assessm en ts against certain  c itie s  and 
towns. On June 30, 1952 th ere  was an accumulated surplus of $3, 167. 47 from  this fund 
as indicated by the record s of the C om ptroller's Bureau. As of June 30, 1953 the a c ­
cum ulated surplus in this fund was only $ 1 .27 .
The p rio r audit report recommended that n ecessary  accounts be opened on the books 
of this department so that these surplus item s might be properly recorded. Since this 
situation s t il l  p rev ails , attention is  again directed to the n ecessity  of installing these a c ­
counts in the general ledger of the department.
T im e R ecords Not Available for Pay Rolls of Certain Mosquito P ro je c ts : Upon 
exam ination of pay ro lls and detailed time record s, it was noted that tim e record s were 
not available fo r the following Mosquito P ro je c ts :
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Nantucket Trust Fund 
Nantucket Maintenance P ro je ct 
M artha's Vineyard P ro je ct 
East M iddlesex Control P ro je ct 
South Shore T rust Fund 
B erk sh ire  Mosquito Control P ro je ct
It is  suggested that such records be made available.
Industrial Accidents: It was noted that out of 9 accidents occu rrin g during the 
calendar year 1952, one employee received compensation of $213. 57 from  the D epart­
ment of Industrial Accidents for the disability period from August 5 to Septem ber 19,
1952 It was further noted that this employee had been employed from  August 4 to Au­
gust 8 and from August 11 to August 16, 1952, and received wages totaling $45 00. It is 
recommended that the portion of the compensation applicable to the tim e actually 
employed be refunded.
Accounts Receivable Control Account: The previous audit report stated :
"It was noted that there was a difference of $2. 00 between this 
control balance and the respective individual accounts rece iv ab le  as 
of October 27, 1952. It is  suggested that perm ission  be obtained 
from the Com ptroller's Bureau to adjust the d ifference a fter it is 
determined, providing that its cause cannot be identified. "
In this connection it was noted that a journal entry dated M arch 31, 1953 for $2. 00 
was made which adjusted the foregoing situation.
Accounts Receivable Ledger: In this connection the p rior audit report stated :
"It was noted that page postings referen ces are  om itted from  the 
individual accounts in the ledger. It is suggested that each entry 
show by reference, the cash book page, the journal entry num ber, 
or other source of the entry. "
It was noted in connection with this audit that the foregoing com m ent has been co m ­
plied with.
Accounts Receivable - Old Accounts: It was noted that two fru it and vegetable in ­
spection accounts have been outstanding m ore than one y e ar.
It is suggested that they be turned over to the Attorney G en eral for d isposition.
Fees Account of Duplicate Dairy C ertifica te s : In th is connection the p rio r audit 
report stated:
"These certifica tes  a re  not prenum bered so that any re co n c ilia ­
tion of income through inventories is  im possib le . It is  again suggested 
that subsequent supplies of these c e r t if ica te s  be prenum bered in ad­
vance by the p r in te r ."
Inasmuch as this situation s t ill  e x is ts , it is  again recom m ended that step s be taken 
to co rrect it.
Fruit and Vegetable Inspections: In th is regard  the previous audit rep ort stated :
"T h e Fruit and Vegetable Inspection C e rtifica te s  a re  occasion ally  
sent d irectly  to the D epartm ent's in sp ectors in the field  by Fed eral 
o ffic ia ls  and o th ers a re  sent to the D epartm ent of A gricu ltu re, th e re ­
fore no possible control of incom e through s e r ia lly  num bered c e r t i f i ­
cates could be established . It is  again suggested that th is m atter be 
reviewed so that the incom e from  this sou rce may be controlled .
In connection with th is exam ination it was noted that a record  of the c e r t if ic a te s  sent 
to in sp ectors from  the Fed eral o ffice  in Boston is  m aintained by the Fed eral Agency. 
Attention is ,  however, again d irected  to the n ecessary  survey of th is m atter fo r incom e 
control purposes.
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R en ta ls: Attention is  d irected  to the fact that a lea se  for the space used by this 
D epartm ent in the building at 41 Trem ont S tre e t, in Boston. M assach u setts , at 
$10. 783. 50 per y ear expired June 30 , 1952 and from  Ju ly 1, 1952 to November 30 . 1952 
this departm ent was a tenan t-at-w ill. Another lea se  effective D ecem ber 1. 1952 was 
negotiated at an annual rental of $ 1 5 ,7 9 9 .0 5 .
T h ree tabulating m achines a re  rented from  the International B u sin ess M achines 
Company fo r $ 2 6 0 .0 0  per month. T h ere w as, however, no copy of a lea se  o r rental 
agreem ent available in the file s  of th is departm ent in th is connection.
A gricu ltural P urposes Fund: T h is fund was created  under authority of Chapter 390 
of the A cts of 1947 and Chapter 319 of the A cts of 1948. Accounts for it, however, are 
not c a rr ie d  in the gen era l led ger of th is departm ent. Appropriations from this fund for 
the 1953 and 1954 f is c a l  y e a rs  totaled $ 7 4 ,7 9 0 .0 0  and $ 8 5 ,0 0 0 .0 0  resp ectiv ely  Receipts 
totaled $ 1 1 0 ,2 1 4 .8 1  in 1953 and $125, 181. 63 in 1954.
R eim bursem ents by the U. S. Departm ent of A gricu lture: It was noted that the Com­
monwealth was reim bu rsed  by the United States Departm ent of A gricu lture in the amount 
of $965. 99 on January 19, 1953 fo r se r v ic e s  rendered by a State employee in connection 
with check-loading of alm onds. This reim bursem ent was computed as follow s:
Salary  - 53 Days @ $ 1 3 .3 3  $706 49
M ileage -  4, 325 M iles @ 6? 259 50
$965 99
Rodent C ontrol: On the b a sis  of an agreem ent dated June 4 , 1953, th is department 
paid $ 8 ,0 0 0 .0 0  to the T re a s u re r  of the United States fo r rodent control purposes. This 
agreem ent was made fo r the period of one y ear ending June 30, 1954 with the United 
S ta tes D epartm ent of the In terio r , F ish  and W ildlife S erv ice  fo r co-operative rocjent con­
tro l a c tiv itie s  in th is commonwealth.
In th is connection the previous audit rep ort stated :
"Although sum m ary rep orts a re  filed  with this Department 
showing certa in  expenditures within the State, it is  suggested that 
th ere  should a lso  be available a statem ent of the detailed expendi­
tu res  made from  the $ 8 ,0 0 0 .0 0  paid by this Department. "
Since re co rd s of detailed expenditures a re  not yet available on the date of audit, at­
tention is  again d irected  to the n ecessity  of having such records to substantiate the Com­
m onw ealth 's sh a re  of exp enses.
DIVISION O F LIVESTO CK DISEASE CONTROL REPORT NO. 54-59
D etailed T im e R eco rd s: In checking the pay ro ll fo r Septem ber 1953, it was noted 
that no o ffic ia l tim e reco rd s a re  maintained for Administration and Permanent V eteri­
n arian s and Agents except in instances of absen ces, which a re  noted in a diary by the 
head c le rk . At the end of each month the date of absences and th eir reasons are  trans­
fe rre d  to the individual personnel card s.
It is  suggested that a daily tim e report be incorporated with the d ivision 's records.
R eim bursem ents to Owners of Certain Livestock: Attention is  directed to the fact 
that Chapter 19 of the A cts of 1953, which was an em ergency act and becam e effective 
on Febru ary 3 , 1953, provided for the cooperation with the Federal Government in the 
erad ication  of certa in  anim al d iseases. This act further provided fo r payment by the 
Commonwealth to the owner of anim als which were n ecessarily  slaughtered because of 
affliction  with certain  d iseases . Section 2 of this statute also  appropriated fo r these 
purposes the sum of $ 1 0 0 ,0 0 0 .0 0 .
Attention is  fu rth er directed to the fact that Chapter 655 of the A cts of 1953, which 
was also  an em ergency act and becam e effective on July 3, 1953, sp ecifica lly  repealed 
Section 2 of Chapter 19 of the Acts of 1953, thereby withdrawing the orig in al appropria­
tion.
However, in the interim  period there had been expended fo r these purposes from  
th is appropriation the sum of $20, 894. 86, leaving a balance which was reverted  in the 
amount of $79, 105. 14. It was also  noted that th ere w ere approxim ately 60 ca se s  pend­
ing reim bursem ent when the appropriation was stopped.
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COMMISSION ON ADMINISTRATION AND FINANCE R EPO R T NO. 54-61
GENERAL: In this connection the previous report stated:
"P r io r  audit reports have commented at length on the increasing 
complexities of the accounting system  of the Commonwealth, sin ce 
in recent years, due only in part to statutory changes, the State a c ­
counting system  has gradually shifted from a cash system  to a modi­
fied accrual system  with greatly  increased  co sts . It is  the opinion 
of this Department that these changes a re  superfluous, s in ce  the 
various State departments, institutions and agencies a re  lim ited in 
their expenditures to amounts appropriated by the G eneral Court for 
th eir maintenance and, th erefore , the accounting system  should be 
essentially maintained on a cash b asis .
"The m ore cumbersome of these changes have resulted from 
adoption of an allotment and encumbrance system , supposedly as a 
means of more effective control over expenditures. A review  of the 
record of these system s indicates no improvement in control and 
they have proved expensive to maintain and, at the sam e tim e, have 
needlessly complicated the bookkeeping of every agency of the Com­
monwealth. "
Allotment System: In this connection the previous report stated :
"Section 9B of Chapter 29 of the G eneral Laws provided fo r  the 
installation of the allotment system , which ostensibly was intended to 
prevent overdrafts, but in reality represented a tra n s fe r  of le g is la ­
tive authority to the executive branch of the State Governm ent. While 
this statute has never been tested, considerable doubt e x is ts  as to its  
constitutionality.
^'Despite the substantial costs  of m aintaining the allotm ent sy stem , 
deficiencies continue and p rior audit reports have shown that they 
have actually increased . In the in terests  of economy and s im p lif ica ­
tion, the Commission should advocate repeal of th is sectio n . "
Encumbrance System : In this connection the previous rep ort stated :
"Section 29 of Chapter 29 of the G eneral Laws re qu ires that the 
Com ptroller:
. . . .  shall refuse to perm it a disbursem ent o r  the in­
curring of an obligation if funds . . . .  su ffic ient to cover
such disbursem ent or obligation . . . .  a re  not a v a ila b le .'
As a direct resu lt of this statute, it becam e n ecessa ry  fo r  the Comp­
tro lle r  to apply the encum brance system  to a ll s ta te  accounts m aintained 
by his Department.
'B a s ic  financial responsibility  for incu rrin g an obligation in ex ce ss  
of an appropriation should re s t with the head of the individual agency 
concerned sin ce the C om ptroller, operating without encum brances, can 
s t ill  stop any expenditures in ex ce ss  of amounts appropriated and this 
should be his prim ary duty.
"In th is connection, the previous audit report stated :
'M aintenance of the encum brance system  has added 
expensive red tape to operations of the financial contro ls 
of the Commonwealth and has not provided any additional 
control. In addition, it has placed resp o n sib ilities  upon 
the Com ptroller that belong with the head of each spend­
ing agency.'
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’’The m andatory provisions of Section 29 of Chapter 29 of the Gen­
e ra l Laws which re la te  to th is su b ject should be removed, and this 
would perm it the C om ptroller to use d iscretion ary  judgment as to the 
methods that he sh all use to control appropriations. ”
ANNUAL R E P O R T: Attention is  d irected  to the provisions of Section 33 of Chapter 
7 of the G en eral Laws which s ta te s  as follow s:
"T h e com m ission  sh a ll, annually on o r  before the second W ednes­
day in Jan uary, subm it to the general court a printed a b stract of its  
annual rep ort, exhibiting a full and accu rate  statem ent of the financial 
condition and tran saction s of the commonwealth fo r  the preceding fisca l 
y e a r ; . . . .  "
This statute d istinctly  ca lls  fo r a "fu ll and accu ra te  statem ent of the financial condi­
tion . . . .  of the com m onw ealth".
Attention is  a lso  d irected  to the provisions of Section 34 of the sam e chapter, which 
s ta te s  as follow s:
"Such rep ort sh all contain a sum m ary statem ent of the rece ip ts 
into, and paym ents from , the treasu ry  of the commonwealth fo r the 
preceding f is c a l  y e ar; a detailed statem ent of such re ce ip ts  and ex ­
penditures, including obligations, whether paid o r unpaid, . . . . ' *
This section  requ ires that the annual report of the Com m ission sh all include obliga­
tions of the Commonwealth, "w hether paid o r unpaid" as of the date of the report and, 
th ere fo re , the Com m ission is  required to report the fin ancial condition of the Common­
wealth and include in that report a statem ent of a ll unpaid obligations.
In th is  connection attention is  fu rth er d irected  to the fact that the annual reports i s ­
sued by the Com m ission as Public Document 140, and the ab stra ct issued as House No. 
500 do not comply with the provisions of the law, sin ce  unpaid obligations of the Common­
w ealth, which on June 30 , 1953 totaled m ore than $ 2 9 ,0 0 0 ,0 0 0 .0 0 , had not been included.
Such obligations not included in th ese rep orts rep resen t reim bu rsem en ts due certain 
c it ie s  and towns of the Commonwealth fo r funds actually  expended locally . A lis t of these 
item s by appropriation c la ss ifica tio n s  follow:
D epartm ent Amount
A dm inistering Period Outstanding
Appropriation R eim bursable Item Fund June 30, 1953
P ublic W elfare Ju ly  1952 to
June 1953 Aid to Dependent Children G eneral $ 5, 979 ,146  76
Education Ju ly  1952 to
June 1953 School Superintendents in
Sm all Towns G eneral 181,989 99
Education Ju ly  1952 to
June 1953 T ransportation  of Pupils
in C ertain  Towns G eneral 2 ,5 4 7 ,6 8 3  94
Education Sept. 1, 1950 to
Aug. 31, 1951 V ocational Education G eneral 14,192 48
Education Sept. 1, 1951 to
Aug. 31, 1952 Vocational Education G eneral 3, 843 ,539  84
Education Sept. 1, 1952 to
June 30 , 1953 Vocational Education G eneral 3 ,2 0 2 ,9 4 9  87*
Education Sept. 1, 1952 to
June 30 , 1953 Adult English Speaking
C lasses G eneral 94 ,325  22
P ublic Health Jan . 1, 1952 to
D ec. 31 , 1952 T u bercu lar P atien ts in
C ertain  H ospitals G eneral 447 ,237  62
P ublic Health Ja n . 1, 1953 to
June 30 , 1953 T u bercu lar Patients in
C ertain  Hospitals General 2 26 ,375  87
Ju d iciary Sept. 1, 1952 to
June 30, 1953 Reim bursem ent - Suffolk
County Court House 
Expenses G eneral 134 ,557  97
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Public W elfare July 1952 to
June 30, 1953
V eterans'
Services Jan . 1952 to
June 1952
G rants in Aid Old Age
A ssistan ce  $ 1 1 ,1 6 4 , 526 55
Veterans' Benefits Veterans'
S e rv ices  1, 816, 369 30
$ 2 9 ,6 5 2 ,8 9 5  41
» Estim ates based on m ost recent f is c a l  year payments to c itie s  and towns.
Aid to Dependent Children: Section 6 of Chapter 118 of the G en eral Laws provides 
for partial reim bursem ent to c itie s  and towns by the Commonwealth as Aid to Dependent
Children. „ , ,
A review of the expenditures charged to item  1904-10 of the 1953 -  1954 f isc a l year s 
appropriation for the period from  Ju ly  1, 1953 to November 18, 1953 indicated that r e ­
imbursements totaling $ 5 ,9 7 9 ,1 4 6 .7 6 , which w ere applicable to the 1952 -  1953 f isc a l 
year, had been paid to cities  and towns from  the appropriation of the 1953 -  1954 f isc a l 
year. On July 1, 1953 the unexpended balance of the previous y e a r 's  appropriation, which 
totaled $ 1 1 2 ,205 .30 , was brought forw ard but no reco rd  of the aforem entioned liab ility  of 
the 1952 -  1953 fisca l year appears in the ab stra ct of the 1952 -  1953 annual rep ort of the 
Commission on Administration and Finance.
School Superintendents in Sm all Towns: Section 65 of Chapter 71 of the G eneral 
Laws (Tercentenary Edition) provides for partial reim bursem ent to sm all towns by the 
Commonwealth for sa la ries  paid to Superintendents of Schools. An exam ination of the 
expenditures charged to item 1301-51 of the 1953 -  1954 appropriation for the period from  
July 1, 1953 to November 30, 1953 indicated that reim bu rsem en ts totaling $181 , 989. 99, 
which were applicable to the 1952 -  1953 f isc a l y e ar, had been paid to certa in  towns from  
the appropriation of the 1953 -  1954 year. The aforem entioned liab ility  affecting the D e­
partment of Education is  not included in the a b stract of the 1952 -  1953 annual rep o rt of 
the Commission on Administration and Finance.
Transportation of Pupils: Section 8-A  of Chapter 71 of the G en eral Laws provides 
for partial reim bursem ent to certain  towns by the Commonwealth for transportation  of 
certain pupils. In examining the expenditures charged to item  1301-53 of the 1953 -  1954 
appropriation for the period from  Ju ly 1, 1953 to D ecem ber 21 , 1953, it was noted that 
reim bursem ents totaling $ 2 ,3 5 0 ,0 0 0 .0 0 , which w ere applicable to the previous f is c a l  
year, had been paid to certain  towns from  the la tte r  f is c a l  y e a r 's  appropriation. In addi­
tion, there appeared to be outstanding lia b ilitie s  totaling $ 1 9 7 ,6 8 3 . 94, which w ere appli­
cable to the e a r lie r  year, s t ill  unpaid on D ecem ber 21, 1953. The aforem entioned lia b il­
ities also do not appear in the ab stract of the 1952 -  1953 annual rep ort of the C om m is­
sion on Administration and Finance.
Vocational Education: Sections 9, 10, 11 and 12 of Chapter 74 of the G en eral Laws 
provide for partial reim bursem ent to certa in  c itie s  and towns by the Commonwealth for 
the expenses of maintaining A gricultural and Industrial Vocational Schools.
In reviewing the expenditures charged to item  1301-54  of the 1953 -  1954 appropria­
tion for the period from  July 1, 1953 to D ecem ber 21 , 1953, it was observed that re im ­
bursements totaling $3 , 825, 366. 44, which w ere applicable to the school year from  Sep­
tember 1, 1951 to August 31, 1952, had been paid to c it ie s  and towns from  the appropria­
tion of the 1953 - 1954 fis c a l  y e ar. In addition, th ere  w ere outstanding lia b ilitie s  totaling 
$ 1 8 ,1 7 3 .4 0 , which w ere applicable to the 1951 - 1952 school y e ar, and $ 1 4 ,1 9 2 . 48 , which 
were applicable to the 1950 -  1951 school y e a r , s t i l l  unpaid on D ecem ber 21, 1953. It 
was further noted that the Departm ent of Education had not completed its  audit of the in­
voices for Vocational Education applicable to the 1952 - 1953 school y e ar. The outstand­
ing liab ilities  due to c itie s  and towns for the period Septem ber 1, 1952 to June 30 , 1953, 
based on the audited expenditures for the 1951 -  1952 school y e ar, it is  estim ated  w ill be 
$ 3 ,202 , 949. 87. This la tter amount, it is  believ ed , is  a conservative estim ate in view of 
the fact that the la s t two months of the year a re  generally  le s s  expensive. Attention is  
also directed to the fac t that the following lia b ilitie s  for Vocational Education do not ap­
pear in the a b stract of the 1952 -  1953 annual rep ort of the Com m ission on A dm inistration 
and Finance:
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Audited Invoices fo r the 1951 -  1952 School Y ear 
Paid from 1953 -  1954 F is c a l  Y ear Appropriation 
Audited Invoices fo r the 1951 -  1952 School Y ear 
Awaiting Approval by the Departm ent of Education 
Audited Expenditures 1951 -  1952 School Y ear 
Audited Invoices fo r the 1950 -  1951 School Y ear 
Awaiting Approval by the Departm ent of Education 
Estim ated  L ia b ilities  fo r  the P eriod  Septem ber 1, 
1952 to June 30 , 1953 (10/12  of $ 3 ,8 4 3 ,5 3 9 .8 4 , 
1951 -  1952 School Y ear)
Unpaid L ia b ilitie s  June 30 , 1953
$ 3 ,8 2 5 ,3 6 6  44
18 ,173  40 
$ 3 ,8 4 3 ,5 3 9  84
3 ,2 0 2 ,9 4 9  87 
$ 7 ,0 6 0 ,6 8 2  19
14 ,192  48
Adult English Speaking C la sse s : Section  10 of Chapter 69 of the G eneral Laws pro­
vides fo r  p artia l re im bu rsem en t to certa in  c itie s  and towns by the Commonwealth for 
Adult English Speaking C la sse s .
It was noted that as of November 30 , 1953 the Departm ent of Education had made re ­
im bursem ents totaling $75, 5 7 7 .7 7 , applicable to the school year 1952 -  1953, from the 
appropriation of the following y e ar. In addition, th ere  w ere outstanding liab ilities  to­
taling $18, 747. 45, applicable to the e a r lie r  school year, which w ere s t ill  unliquidated. 
T h ese above lia b ilitie s  did not appear in the ab stra ct of the 1952 -  1953 annual report of 
the Com m ission on A dm inistration and Finance.
T u b ercu lar P atien ts in C ertain  H ospitals: Section 76 of Chapter 111 of the General 
Laws provides fo r subsid ies to c itie s  and towns by the Commonwealth for the care  of 
tu b ercu lar patients in certa in  hospitals.
An exam ination of the expenditures charged to item  2010-05  of the 1953 -  1954 ap­
propriation  fo r the period from  Ju ly 1, 1953 to O ctober 6, 1953 indicated that subsidies 
totaling $ 4 4 7 ,2 3 7 . 62 , applicable to the 1952 calendar year, had been paid from the 1953 
-  1954 f is c a l  y ear appropriation. In addition, outstanding liab ilitie s  to c ities  and towns 
fo r  the period January 1, 1953 to June 30 , 1953, based only on audited invoices for the 
1951 and 1952 calend ar y e a rs , is  estim ated  to be $ 2 2 6 ,3 7 5 .8 7 . These liab ilities of the 
D epartm ent of P ublic Health a re  not recorded in the ab stract of the 1952 -  1953 annual 
rep ort of the Com m ission on A dm inistration and Finance.
R eim bursem ent -  Suffolk County Court House -  M aintenance: Section 6 of Chapter 
474 of the A cts of 1935 com m its the Commonwealth to reim bursing the City of Boston 
fo r  30% of the annual m aintenance and operation co sts  of the Suffolk County Court House. 
T h ese expenses a re  orig in ally  paid with City of Boston funds.
It was noted that on June 30 , 1953 the balance of the appropriation account for "R e­
im bursem ent -  Suffolk County Court House -  M aintenance" totaled $ 2 8 ,8 6 0 .3 5 . It was 
noted that expenditures charged to the 1953 -  1954 appropriation applicable to 1952 - 
1953 totaled $ 1 6 3 ,4 1 8 .3 2 . The liab ility  outstanding as of June 30, 1953 amounted to 
$134, 557. 97 but does not appear in the ab stract of the 1952 - 1953 annual report of the 
C om m ission  on A dm inistration and Finance.
G rants in Aid: Section 8 of Chapter 118-A  of the G eneral Laws provides for partial 
re im bu rsem en t to c itie s  and towns by the Commonwealth for assistan ce to certain  aged 
p erson s.
An exam ination of the expenditures charged to item 3601-20 of the 1953 -  1954 ap­
propriation  during the period from  July 1, 1953 to D ecem ber 21, 1953 indicated that re ­
im bursem ents totaling $11, 164 ,526 . 55, applicable to the 1952 -  1953 fisca l year, had 
been paid to c itie s  and towns from the 1953 -  1954 appropriation. This liability  of the 
D epartm ent of Public W elfare also  does not appear in the abstract of the 1952 -  1953 an­
nual rep ort of the Com m ission on Administration and Finance.
Highway Fund: In contrast to the m anner in which the Com m ission failed to report
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the status of the sev era l appropriations h eretofore enum erated, it appears to have sub­
stantially understated the financial condition of the Highway Fund as of June 30 , 1953.
In reviewing the ab stract of its  annual report (House No. 500) fo r  the f is c a l  y ear 
ended June 30, 1953 it was noted that Fed era l Aid Funds available to the Highway Fund 
totaling $26, 9 1 7 ,032 . 63, to be paid upon the com pletion of construction of certa in  p ro j­
ects from allocations granted by the F ed eral Government p rio r to June 30, 1953, w ere 
omitted from Schedule XI "Highway Fund -  Com parative Statem ent of Surplus fo r 1953 
and 1952". This schedule indicated a d eficit of $ 6 ,1 1 5 ,3 2 5 . 92 in the Highway Fund as of 
June 30, 1953. This deficit as reported resulted from  the inclusion of R eserv e  fo r B a l­
ances Forwarded of $ 3 2 ,4 8 3 ,8 3 4 . 19 in Statem ent X  "Highway Fund - B alan ce June 30, 
1953" as a deduction from  Total Cash and S e cu rities . An an alysis of th is R eserv e  a c ­
count as of June 30, 1953 indicated that it was com prised of outstanding encum brances 
totaling $19, 515 ,146. 48 and of unencumbered appropriation balances totaling 
$ 1 2 ,9 6 8 ,6 8 7 .7 1 . Since Fed eral Aid Funds available to the Commonwealth on June 30, 
1953 are also applicable to both f isc a l periods, it appears inconsistent for the C om m is­
sion to include these unencumbered appropriation balances in its  fin ancial statem ent 
while omitting Federal Aid Funds amounting to $26, 917, 032. 63 from  the sam e statem ent.
The Federal Aid Funds available to the Departm ent of Public Works as of June 30, 
1953, follow:
Federal Aid Funds A vailable July 1, 1952 
Add:
Apportionment 1954 F is c a l  Y ear 
Deduct:
Reimbursements for the 1953 F isc a l Y ear
$ 2 4 ,4 8 7 ,2 0 5  36
1 0 ,1 5 6 ,4 0 1  00 
$ 3 4 ,6 4 3 ,6 0 6  36
7 ,7 2 6 ,5 7 3  73 
$ 2 6 ,9 1 7 ,0 3 2  63
Analysis of Fed eral Funds A vailable
June 30, 1953
Current:
Accounts R eceivable (Completed Construction) 
D eferred:
Contract Agreem ent (Incompleted Construction) 
P ro je cts  in Plan, Specification and E stim ate 
Stage
P ro je cts  in Program  Stage 
Unprogrammed
Total Fed era l Aid Funds A vailable
$ 3 8 9 ,8 3 0  07
1 1 ,2 2 4 ,3 6 2  91
2 ,3 3 1 ,0 9 5  50 
6 ,2 9 7 ,0 4 6  00 
6 ,6 7 4 ,6 9 8  15 
$ 2 6 ,9 1 7 ,0 3 2  63
Annual Report -  Valuation of S e cu rities  at M arket Value: Section 35 of Chapter 7 of 
the Tercentenary Edition of the G eneral Laws re q u ires that the annual rep ort of the Com­
mission shall include the following:
" .......... In making such rep ort the com m ission  sh all estim ate  the value
of secu r ities  at th eir  m arket value at the tim e of making its  rep ort . . .
It was noted that neither House No. 500 n or the C o m p tro lle r's  annual rep ort fo r  the 
fisca l year ended June 30, 1952 contained th is inform ation.
Rules and Regulations fo r D isposition of G riev an ces: Chapter 30 of the G eneral 
Laws as amended by Chapter 485 of the A cts of 1945 which in serted  Section 53 s ta te s  in 
part, as follow s:
"T h e com m ission  on adm inistration  and finance sh a ll, su b ject to the 
approval of the governor and council, m ake ru les and regulations pro­
viding inform al procedure fo r  the prompt disposition of any grievan ce of 
any employee of the comm onwealth............."
On the date of audit th ere  was not available any reco rd s in the o ffice  of the S e cre ta ry  
of the Commonwealth to indicate that the Com m ission on A dm inistration and Finance had 
ev er filed  an attested copy of the ru les and regulations required under th is statute.
It is  recom m ended that the existing statute be complied with forthwith.
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G en eral Fund Surplus: The "Monthly Report of State Funds" for the period July 1,
1952 to May 31, 1953, as published by the C om ptroller*s Bureau and based partly on 
e stim a tes  furnished by the Budget Bu reau , re flected  an estim ated surplus In the General 
Fund of $ 4 ,9 7 0 ,2 9 5 .0 0 .  However, in June 1953 when the Commonwealth's books were 
closed  an actual surplus of $ 1 2 ,6 2 9 ,7 8 2 .7 2  appeared In the G eneral Fund. With eleven 
months of the f is c a l  year having elapsed to May 31, it would appear that the monthly r e ­
port re fe rre d  to should have reported m ore accu rately  the surplus in the G eneral Fund.
A d ifference of approxim ately $ 8 ,0 0 0 ,0 0 0 .0 0  can certain ly  not be considered factual rep­
resen tation .
P u rch ase Bureau -  Supply Room : L isted  In the stock ledgers of the Supply Room 
was an item  fo r $ 2 3 0 .1 9  for bus p arts , which w ere represented  as being stored at the 
Grafton State Hospital. While taking the physical inventory item s, it was noted that the 
bus p arts  w ere no longer located th ere having been sold in January 1953 and the proceeds 
th ereo f having been cred ited  to the accounts of the Westborough State Hospital which had 
arranged the sa le .
W hile the audit was in p ro g ress an adjustment was made on the ledgers of the Supply 
Room which co rre cted  the m atter.
Supply Room -  Accounts R eceiv ab le : It was noted that the Mental Health Appeal 
Board  appears to owe the Supply Room an outstanding balance of $13. 27. Inasmuch as 
th is  agency is  no longer in ex isten ce , it is  recom m ended that steps be taken to charge 
off th is balance from  the books.
M inutes of the C om m ission 's M eetings: An exam ination of the minutes of the Com­
m iss io n 's  m eetings was made and it was noted that they are  of an inform al nature and not 
signed by the Chairm an and the M em bers of the Com m ission. It is  suggested that this 
im portant re co rd  be m aintained on a m ore form al b a s is .
R ea l E s ta te  Ledger: The present audit was concluded on D ecem ber 31, 1953 at 
which date the R eal E sta te  led ger m aintained by the Com ptroller was not completely 
posted, th ere fo re , a tr ia l  balance for audit purposes could not be compiled. It is  r e c ­
ommended that R ea l E sta te  accounts be estab lish ed  on the books of the various agencies 
of the Commonwealth and that they be requ ired  to subm it valuations of such holdings at 
a  date ea r ly  enough so that proper reco rd s may be m aintained curren tly .
D epartm ent of C orporations and Taxation L e a se : As of A pril 30, 1953 a lease was 
negotiated between the le s s o r  of a building at 18 Trem ont S tree t, Boston and the Common­
w ealth whereby the D epartm ent of C orporations and Taxation agreed to occupy its  entire 
fourth floor com p rising 14 ,8 7 5  square feet at a  yearly  rental of $ 4 0 ,1 6 2 . 50 for the five 
year period from  Ju ly 1, 1953 to June 30, 1958. In th is connection the following facts ap­
p licable  to th is  o ffice  space w ere noted:
a . Room s #424 to #449 com prising approxim ately 50% of the fourth
floor w ere not occupied until August 1, 1953.
b . Room s #401 to #403 and Room s #406 to #414 com prising an addi­
tional 25% w ere not occupied until Febru ary 11, 1954.
c .  Room s #404. #405 and Room s #415 to #423 com prising the rem ain ­
ing 25% w ere s t i l l  unoccupied on Febru ary  12, 1954.
D epartm ent of P ublic W elfare - L ease Abandoned: It was noted that the Department 
of P u blic  W elfare discontinued occupancy of its  P ittsfie ld  D is tr ic t O ffice on February 16,
1953 in com pliance with Section 1 0 -B  of Chapter 602 of the A cts of 1952 which limited 
that D epartm ent to five d is tr ic t o ff ice s  outside the Boston o ffice . The office in P ittsfield  
contained approxim ately 1 ,2 0 0  square feet of o ffice  space and was under lease for a 
period of five y e a rs  beginning May 1, 1951 at an annual rental of $ 1 ,8 0 0 .0 0 . The Comp­
t r o l le r 's  re co rd s  indicate that ren t has been paid on th is property only to D ecem ber 31, 
1952. It appears that the Commonwealth is  responsib le for the ren t in this connection 
from  Jan u ary 1, 1953 to F ebru ary  16, 1953 and possibly for dam ages resulting from  the 
abandonment of the sp ace p rio r to its  expiration .
D epartm ent of C orporations and Taxation -  Cam bridge S tree t L e a se : A v isit was 
made to the D epartm ent of C orporations and Taxation storeroom  located on Cambridge 
S tre e t, Boston where approxim ately 5, 500 square feet of floor space is  used for storing
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obsolete, broken and discarded o ffice  fu rniture and equipment. Additional floor a rea  
consisting of about 10, 900 square feet is  used fo r the storing of obsolete books, reco rd s 
and tax returns. This p ra c tice  of storing non-usable fu rniture o r  equipment at an an­
nual rental of $ 1 .0 0  per square foot appears to be an unreasonable expenditure which 
involves approxim ately $5, 500. 00 per year.
The statutes perm it State departm ents to dispose of obsolete  o r  non-usable item s 
with the consent of the State Purchasing Agent. It is  understood that certa in  departm ents 
a re  m icro -film in g  im portant books and re co rd s, thereby curtailin g  expenditures fo r 
storage rentals to a fraction  of th eir  fo rm er co st. It is  suggested that the Departm ent of 
Corporations and Taxation look into the fe a sib ility  of m icro -film in g  its  books and reco rd s 
with a view to reducing these apparent expensive storag e  ch arg es.
Civil Defense Agency and State Planning Board -  L e ases  C anceled: It was noted 
that the lease  of the Civil Defense Agency for the rental of 8, 220 square feet in a 
Boylston Street building at an annual rental of $2. 50 per square foot and the lea se  of the 
State Planning Board for the rental of 4 , 110 square feet in the sam e building at an annual 
rental of $2. 50 per square foot w ere both canceled  as of June 30 , 1953. T h ese two 
leases were replaced by a single lease  negotiated by the D epartm ent of C om m erce w here­
by that new State agency agreed to occupy the sam e 12 ,330  square feet of o ffice  space for 
a five year period beginning July 1, 1953 at an in creased  annual rental of $2. 95 per 
square foot. Becau se of this action, total additional co sts  of $ 1 4 ,7 9 6 .0 0  to the Common­
wealth will accru e sin ce the le a se s  of the Civil Defense Agency and the State Planning 
Board were both canceled thirty-tw o months p rio r to th eir  expiration date, which would 
have been on February 28, 1956.
In connection with the foregoing, it is not c le a r  why the Departm ent of C om m erce 
did not continue the orig in al le a se s  fo r this space without executing a new le a se . As a 
matter of fact it was noted that the orig in al Civil D efense Agency lea se  fo r  the period 
from March 1, 1951 to February 28, 1956 contained the following sp ecia l provision:
" ..........AND THE L E SSE E  H EREBY  re se rv e s  the right to designate and
substitute to any oth er Departm ent of the Commonwealth, use of the 
space now set forth by the L e sse e  as that for the Civil D efense A gen cy .”
It was fu rther noted that the State Planning Board  lease  fo r the orig in al period,
March 1, 1951 to February 28, 1956, includes the following p roviso:
” ..........Containing approxim ately four thousand one hundred ten
(4 ,110) square feet of space to be used at p resen t by the Common­
wealth of M assach u setts, fo r its  State Planning B o a r d .”
As a m atter of explanation it is  noted that th is p articu lar o ffice  space is  presently  
being used by the Division of Planning, the change in name having been authorized by 
Chapter 409 of the A cts of 1953.
This m atter was discussed  with o ffic ia ls  of the Departm ent of C om m erce who indi­
cated that the in crease  of $. 45 per square foot under the new lea se  was to re im bu rse the 
lesso r of the building for a lteration s made to the o ffices  vacated by the Civil Defense 
Agency and for in creased  jan ito r se rv ice  to the o ffices  of the new State agency, as 
follows:
a. $. 25 per square foot for additional jan ito r se rv ic e .
b. $. 20 per square foot fo r co st of a lte ratio n s prorated over the
en tire  12 ,330  square feet.
In this connection the following excerp ts from the canceled le a se s  and the present 
lease  re lative to ’’jan ito r s e r v ic e ” a re  shown:
E xcerp t from  C ivil Defense Agency L ease
"SAID rent to include w ater for use on the p re m ise s , jan ito r 
s e rv ic e , including washing windows, emptying w aste b ask e ts , the 
c a re  of co rr id o rs , to ile ts  and s ta ir s ,  and sufficient heat when n e ce s­
sary  during the said  term  to keep the above p rem ises at a com fort­
able tem p eratu re . ”
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Excerpt from State Planning Board Lease
"SAID rent to include w ater fo r use on the p re m ise s , jan itor 
se rv ice , including washing windows, emptying w aste b ask e ts , the 
ca re  of co rrid o rs , to ile ts  and s ta ir s ,  and sufficient heat when n e ce s­
sary  during the said  term  to keep the above p rem ises at a com fort­
able tem p erature. "
Excerpt from Departm ent of C om m erce L ease
"Said rent to include w ater for use on the p re m ise s , jan itor 
serv ice , including washing windows, emptying w aste b ask ets, w ash­
ing and waxing flo o rs , dusting office  furniture and woodwork, c a re  of 
co rrid o rs , to ilets and s ta ir s ,  including the provision of sufficient 
paper tow els, soap and to ilet tissu e , and sufficient heat when n e c e s ­
sary  during the said term  to heat the above p rem ises at a com fort­
able te m p era tu re ."
There a re  no available record s in the Departm ent of C om m erce to indicate the 
amount that was expended by the le sso r  fo r a lteration s now being reim bursed at the rate 
of $. 20 per square foot for the five year period of the new lease .
M etropolitan D is tric t Com m ission -  P ark s  Division -  L ease  Canceled: On June 24, 
1953 the Chairman of the M etropolitan D is tric t Com m ission canceled  a lea se  between its 
P arks Division and the le s s o r  of a building located on R iver S tre e t, Cam bridge, because 
it did not include the approvals of the State Superintendent of Buildings, the Com m ission 
on Administration and Finance and the Governor and Council as is  required by Section 
10-A of Chapter 8 of the Tercen tenary Edition of the G eneral Law s. This lease  included 
7, 500 square feet of space at a rental of $ 5 ,0 0 0 .0 0  p er year for a th ree year period com­
mencing November 1, 1952. Even though the M etropolitan D is tr ic t Com m ission had con­
tro l of these p rem ises from  November 1, 1952 to June 24, 1953, the C om ptroller’ s 
record s indicate that monthly rent payments had been made only fo r the period from  No­
vem ber 1, 1952 to January 31 , 1953. It was noted that the rental payment for the month 
of February 1953 in the amount of $416. 66 is  being held in the State T re a su re r ’ s office 
pending settlem ent of the le s s o r 's  claim  against the Commonwealth fo r unpaid rent to 
June 24, 1953 and alleged breach  of the above lease .
Division of Building Construction -  New L e ase : It was noted that the newly created 
Division of Building Construction, which is  the su c ce sso r  to the M assach usetts Public 
Building Com m ission, vacated its  old o ffices at the M etropolitan D is tric t Com m ission 
Building on Septem ber 30, 1953 and engaged o ffices  at 38 Chauncy S tree t consisting of 
7 ,1 4 4  square feet of o ffice  space at an annual rental of $ 2 1 ,4 3 2 .0 0  for the five year 
period beginning O ctober 1, 1953. The fo rm er o ffices consisted  of 1 ,7 0 0  square feet of 
space at an annual rental of $ 2 ,1 7 5 .0 0 . The change in location was considered n ecessary  
to provide fa c ilit ie s  fo r additional Engineering and O ffice personnel, etc.
Division of F ish e r ie s  and Game -  New L e a se : It was noted that the Division of 
F ish er ie s  and Game vacated its  o ffices  at the Ford Hall Building on Septem ber 30, 1953. 
Its new offices a re  located at 73 Trem ont S tree t, Boston, where they leased  2, 582 square 
feet of office space at an annual rental of $7, 50 0 .0 0  fo r the five y ear period beginning 
O ctober 1, 1953. This action was apparently n ecessa ry  to provide adequate housing 
space for office  personnel.
R en tals: An examination of the le a se s  on file  in th is Departm ent indicates that the 
Commonwealth is  currently  paying rentals in ex ce ss  of $ 1 ,4 0 0 ,0 0 0 .0 0  per year for the 
use of o ffice, storage and garage space by State agen cies. It was fu rth er noted that the 
respective lea ses  w ere not of a uniform nature. As a resu lt, many leases  had to be 
examined in th eir entirety before it could be determ ined whether a renewal option was 
available to the Commonwealth o r  whether certa in  recu rrin g  m aintenance co sts  w ere to 
be borne by the le s s o r  o r  the Commonwealth. It is  suggested that the Com m ission on 
Administration and Finance adopt a uniform type of lease  for use by all sta te  agencies.
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DEPARTMENT OF CORRECTION
GENERAL DEPARTM ENT R EP O R T NO. 54-63
Prison  Camp: T here is  at present one camp at the M yles Standish State F o re st in 
Plymouth which was opened on May 22, 1952. The general books a re  m aintained by the 
Department of Correction sen ior bookkeeper. Although a ll en tries a re  made in one cash 
book separate postings are  made to the general ledger and sep arate  monthly financial 
reports are prepared. One bank account is  used for the department and the prison camp. 
Separate general ledger closing en tries a re  issued by the C om ptroller fo r the D epart­
ment of Correction and the P rison  Camp.
During the period under audit it was noted that $2 8 5 .0 0  was paid in the form  of 
gratuities to certain  prison ers re leased  from  this camp.
Income receipts consisted of $5 .0 0  for w itness fe e s , and $ 2 7 9 .0 0  for the sa le  of 
meal tickets to employees.
Parole Board: The record s of this board indicate that $327. 84 was given to d is ­
charged prisoners as loans or gratu ities during the audit period. During the sam e period 
$27.00 was repaid on loans.
Income for the period was $150. 50 and consisted of $120. 40 damage to a State-ow ned 
automobile, $3.10 witness fee and the $27. 00 repaid on loans.
Department of C orrection -  Bid D eposits: Included in the cash  balance of $55. 94 on 
November 4, 1953 was $ 10 .00  received as a deposit on plans and sp ecificatio n s.
STATE AIRPORT MANAGEMENT BOARD REPO RT NO. 54-65
Income: Attention is  directed to the fact that cash  rece ip ts from  a ir lin e  op erators 
using the airport fac ilities  and from other com m ercial rentals totaled $ 9 0 5 ,1 4 2 .7 6  for 
the 1953 fiscal year and represents an in crease  of approxim ately $ 1 1 7 ,0 0 0 .0 0  ov er the 
previous year. The comparative rece ip ts for the past five f isc a l y e a rs  w ere as follow s:
1949 $38 2 ,7 7 2  91
1950 4 4 5 ,8 3 8  61
1951 64 8 ,3 7 8  53
1952 7 8 7 ,8 3 0  72
1953 90 5 ,1 4 2  76
It should also be mentioned that the total earned incom e during the 1953 f is c a l  year 
was $866 ,913 .70  -  the difference between this figure and the cash  re ce ip ts indicated was 
reflected in a corresponding d ecrease in accounts rece iv ab le  b a lan ces.
Logan Airport -  Em ployees' Bond Fund: It was noted that a g en era l led ger control 
account has been established to record the amounts held fo r  em ployees fo r  the purchase 
of Savings Bonds. On November 9, 1953 the Em ployees' Bond Fund Account in the Na­
tional Shawmut Bank of Boston indicated a balance of $ 7 7 .0 8 .
Logan Airport -  Accounts R eceivable: It was noted that four old accounts totaling 
$83. 92 were charged off as un collectible during the period under audit a fte r  authoriza­
tion was received from  the Attorney G eneral.
Logan Airport -  L ease of Tem porary T erm in al Building: In th is connection the 
previous audit report stated :
"T h e previous audit rep ort commented on the fact that a tenant who 
leased the Tem porary T erm in al Building owed $ 1 3 ,1 6 6 .6 7  fo r rent plus 
$1, 132 .32  fo r certain  fe es  fo r which the tenant, under h is le a se , d is­
claim ed liab ility .
"On the date of the cu rren t audit th is  sam e tenant was $1, 5 00 .00  
in a r r e a r s  fo r rent fo r the month of D ecem ber 1952. T h is p articu lar 
lea se  expired and he now is  a tenant at w ill. It is  understood that a new 
lea se  is  presently  being negotiated.
"It  was fu rth er noted that the charges for fees amounting to 
$ 1 ,1 3 2 .3 2  w ere canceled by a vote of the Board on August 15, 1952. "
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It was noted that a new lea se  was negotiated fo r one year effective January 1, 1953 
at an annual rental of $ 1 5 ,0 0 0 .0 0  payable $ 3 ,7 5 0 .0 0  quarterly  in advance. However, the 
qu arterly  payment due O ctober 1, 1953 was s t ill  unpaid as of the date of audit. Steps 
should be taken to en force the payments of the quarterly  rentals at the tim es specified by 
the le a se . It was fu rth er noted that th is p articu lar le sse e  had su b-let space at rents to­
taling $ 1 2 ,4 8 0 .0 0  fo r  the year.
Proposed New Hangar -  A m erican A irlin es : Chapter 733, Acts of 1951 authorizes 
the constru ction  of a new hangar, "provided, however, that before any money provided 
fo r  by th is ac t is  expended for any purpose whatsoever said com m issioner shall secure 
a binding le a se  fo r a te rm  of not m ore than tw enty-five y e a rs , with the approval of the 
governor and council, with a responsible a ir  transportation company providing, in addi­
tion to a ll o th er a irp ort ch arg es, an annual hangar rental thereunder sufficient to am or­
tize  the co st of such hangar including the in terest provided fo r in section two of this act, 
within the te rm  of such le a s e " .
To m eet the expenditures n ecessary  fo r the construction of the hangar, section two 
of the act authorizes the issuan ce of bonds by the State T rea su rer , upon the request of 
the G overnor and Council, to an amount not exceeding $2, 5 0 0 ,0 0 0 .0 0 . The bonds shall 
b e a r  in te re st sem i-annually , at such rate as the State T rea su rer , with the approval of 
the G overnor, sh all fix .
It was noted that on June 16, 1952 a lea se  between the Commonwealth of M assachu­
se tts  and A m erican A irlin es, Inc. was signed. The term  of this lease is  twenty-five 
y e a rs  and its  provisions stipulate that A m erican A irlines shall pay as rent, in equal 
qu arterly  in stallm en ts, in advance, an annual amount equal to the sum of the following 
ite m s:
1. One tw enty-fifth of the cost of construction of the hangar, apron
a re a s , u tilities  and other co sts , said costs  are not to excees 
$ 2 ,5 0 0 ,0 0 0 .0 0 ;
2. In terest fo r one year on the unamortized balance of the cost of
construction at a rate equal to the interest rate borne by the 
obligations issued by the Commonwealth to finance the construc­
tion;
3. Six cen ts per square foot per annum fo r the entire ground area,
constituting the demised p rem ises, including the ground area on 
which the hangar is  situated. (This item will amount to approxi­
m ately $ 3 0 ,0 0 0 . 00 to $ 3 5 ,0 0 0 .0 0  per year).
Attention is  d irected  to the fact that a contract for the construction of this hangar 
w as awarded to the low est bidder of record  on June 24, 1953 at the adjusted bid price of 
$2, 2 1 3 ,7 7 6 .0 0 . C onstruction has already been started by the contractor.
Pumping Station and A ir Conditioning System : In connection with these two items 
the previous audit report stated :
"Pumping Station: It was noted that the new pumping station was 
p ractica lly  com pleted on the date of audit. It is  understood that this 
building w ill be turned over to th is Board in the near future.
"A ir  Conditioning System : It was noted that an a ir  conditioning 
unit, located in the Heating and Pow er Station, had n e v e r  been used. 
P ip es, connecting the unit to the Apron Building, a re  in place but the 
system  in the Apron Building is  incom plete.
With re sp ect to the foregoing it was again noted that the P u m p i n g c o n d f -  
been accepted by the Board to the date of audit. It was further noted that ^ A i r C o n d i  
tioning System  in the Apron Building had not yet been completed as of the date of au .
S e rv ice s  -  N on-Em ployees: Under the provisions of Chapter 637, Acts of 1948, the 
C o m m ission er of A irport Management sh all employ, sub ject to aPP™Pr ' a‘ *°1’ ’ g f 
counsel and a ss is ta n ts  to m aintain books of account establishing detailed c y 
a irp o rt operations and to conduct negotiations fo r le a se s  and rentals for use ;md occu- 
pancy of property and buildings on State-ow ned a irp o rts , and c le r ic a l personn . »
su b jec t to appropriation, incur such oth er expenses as may be n ecessary  to en e 1
P .D . 6 91
to e x e rc ise  and perform  the powers and duties conferred  o r imposed upon him by 
Chapters s ix  and ninety, including the expense of publicizing and advertising all S ta te- 
owned a irp o rts .
In this connection it was learned that two consultants engaged by the Board  a re  being 
paid from bond funds and it is again questioned whether th ese payments a re  properly 
chargeable to these issued. It is  again suggested that th ese expenditures from  bond funds 
be replaced by a tra n s fe r  from  m aintenance funds.
It was further noted that agreem ents with the aforem entioned two consultants had 
been renewed, one for one year ending June 30, 1954, and the o th er beginning May 1,
1953 and continuing on a m onth-to-m onth b a s is , renewable o r  term in ab le  on th irty  days 
notice by either party.
Logan Airport -  Restaurant C oncession: In th is connection the previous audit r e ­
port stated:
"At a meeting of the Board held on A pril 28, 1952, an abatem ent 
of $ 2 ,0 0 0 .0 0  per month was voted for a certa in  restau ran t co n cessio n ­
a ire . This abatement was to be effective fo r  twelve months beginning 
April 1, 1952, and created  a new minimum b asic  fee  of $35, 4 9 7 .4 4  fo r 
the twelve months' period. The reason indicated fo r this action was that 
space had been leased  to another con cessio n aire  in the restau ran t b u si­
ness and that the original con cession aire  had consequently suffered  a 
substantial loss in re ce ip ts . "
In further connection with the foregoing m atter it was noted that at a m eeting of the 
Board held on July 22, 1953 it was voted to adjust the monthly payments to $3 , 5 0 0 .0 0  fo r 
the period from A pril 1, 1953 to M arch 31, 1954. It was also  stipulated that if at the end 
of that period the amount computed on the percentage b a s is  exceeded $ 4 2 ,0 0 0 . 00 , th ere  
would be deducted from that sum an amount of $ 1 7 ,4 9 7 .4 4  only to the extent that the 
twelve months basic payment of $ 4 2 ,0 0 0 .0 0  sh all rem ain as a minimum payment.
Logan Airport -  M aterials and Supplies Inventory: A com plete inventory of m a te r­
ials and supplies on hand was taken on November 9, 1953 and com pared with the contro l 
balances in the Stock Ledger, with the following re su lts :
Number of 
Item s Value
Inventory per Stock Ledger
(Includes Accounts Payable) 
Add:
335 $ 2 4 ,6 9 0  39
Overages per P hysical Count 
L ess :
22 470 82 
$ 2 5 ,1 6 1  21
Shortages per P h ysical Count 
Physical Inventory
24 814 66 
$ 2 4 ,3 4 6  55
In addition to the regu lar inventory item s contro lled  by the foregoing Stock Ledger 
accounts, th ere is  also  stored  in the stock  room many item s which have been charged to 
maintenance expenses o r  construction co s ts . B e cau se  many of th ese ite m s, particu larly  
those charged to construction co sts  a re  expensive, it is  suggested that som e control 
should be provided fo r them.
In this connection, the following excerpt from  the C o m p tro lle r's  Accounting Manual 
is quoted:
"If  it is  d esired , spending agencies may keep a sep arate  stock  ledger 
form  as a re feren ce  and record  book fo r ite m s which a re  not entered 
in the m a teria ls  and supplies led ger, but a re  charged d irectly  to ex­
penses. The accounts in th is  book, if kept, should be arranged in the 
sam e ord er as they a re  grouped in the monthly financial report.
It was noted that certa in  m a te r ia ls  and supplies tra n s ferred  from  Hanscom F ield , 
Bedford A irport to Logan A irport had been recorded with the M arch 1953 ' s s “e® of 
$3, 6 8 8 .2 5  on the Bedford reco rd s. The book value of the item s ^
A irport was $3 , 586. 65, and as they had alread y been recorded at the Bedford A irport as
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expenses in M arch, they had not been brought on to the stock  led ger at the Logan A irport. 
It is  suggested, however, that th ese item s be ca rrie d  in the Logan stock ledger as m em ­
orandum accounts, so that a book control of them may be available.
Hanscom A irport -  R elease of C ertain  A irport Land and Buildings to United States 
A ir F o rce : It was noted that an agreem ent was negotiated on February 25, 1952 leasing 
a certain  part, and also tran sferrin g  by deed another part of that a irp ort to the United 
States A ir F o rce . This agreem ent was submitted to the Attorney G eneral fo r approval. 
Another agreem ent providing that the United States A ir F o rce  ag rees to re lo ca te , move 
and construct fa c ilit ie s  and u tilities  thereto  in buildings a ll now occupied by the Common­
wealth and its  tenants without cost to the Commonwealth was also  negotiated at that tim e. 
To the date of this audit, no action had yet been taken on the relocation  of th ese Common­
wealth fa c ilit ie s .
L eases and A greem ents: Attention is  d irected  to the fact that certa in  le sse e s  have 
been negligent in carry ing out requirem ents of th e ir  rental agreem en ts, p articu larly  with 
respect to the filing of certain  required financial statem ents and also  regarding prompt 
rental payments.
It is urged that a ll le sse e s  be prompted to fill  the n ecessary  statem ents and make 
the required payments as specified  in the te rm s of th eir  resp ectiv e le a se s  o r  agreem ents.
It is  fu rther suggested that a ll the financial o r  oth er statem en ts filed  b ear the signa­
ture of the p rop rietor where the business is  conducted by an individual, o r  by an o fficer 
if it is  operated by a company o r corporation.
Vending Machine Agreem ent: It was noted that a five year agreem ent with a certain  
vending m achine company, which becam e effective O ctober 1, 1950, has been serviced  
for som e tim e by an organization with a different name. If the orig in al agreem ent has 
been assigned o r  sublet it is  apparently a violation of the orig in al agreem ent as one of its 
conditions ca lls  for p rior written consent of the le s s o r . It is  a lso  understood that de­
tailed financial statem ents have never been received from  th is company, and the payments 
have been constantly in a r r e a r s .
It is  suggested that im m ediate attention be given to th is  m atter and any violations 
should be im m ediately co rrected .
Vending M achine A greem ents Expired: It was noted that th ree vending machine 
agreem ents expired in Septem ber 1953, yet no new agreem ents have been negotiated to 
the date of this audit. The sam e le s s e e s  w ere s t il l  operating the m achines and paying 
com m issions on the b a s is  indicated on the agreem ents which have been expired. It is 
suggested that henceforth new agreem ents be negotiated p rio r to the actual date of ex­
pirations of a ll agreem ents and le a se s .
R eserve Boat: It was also  noted that a re se rv e  boat o r  " c ra s h  boat" so -ca lled , was 
sold Septem ber 10, 1953 to the highest bidder of record  for $5, 893. 50. A le tte r  from 
the State Purchasing Agent dated August 18, 1953 which was seen , indicated information 
about the bids and also granted the n ecessa ry  perm ission  to s e ll  the boat.
Damage Claim s -  B illin g s : B illin g s fo r damage cla im s a re  prepared a fter respon­
sib ility  has been determ ined. The m aintenance rep orts indicated th ree  damage claim s 
s t ill  not billed as of November 9, 1953, as follow s:
Date Amount
June 24, 1953 $213 88
O ctober 28, 1953 17 38
O ctober 29, 1953 400 24
$631 50
Cleaning C ontracts -  Boutwell Building: Contract No. 64 fo r cleaning was originally 
awarded on the b asis  of an altern ate proposal fo r a period of nine months ended M arch 31, 
1953, and was la te r extended to June 30, 1953. It was noted that payments had not been 
made however, for the th ree months ended June 30, 1953 as of the date of th is audit.
It was fu rther noted that C ontract No. 81 was awarded to the sam e company. This 
con tractor, however, was the second low est bidder with a bid of $ 3 6 ,0 9 0 . 94. The lowest 
bid of $ 2 5 ,7 8 4 .0 0  was withdrawn a fter the company submitting it stated a lo ss  of 
$ 8 ,0 0 0 .0 0  o r m ore would be incurred if they accepted it. The lowest bidder also  fo r­
feited its  $30 0 .0 0  perform ance deposit posted when filing its  bid. This second contract
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was fo r the year ending June 30, 1954, no payments had yet been made on it to the date 
of this audit.
Hanscom Field  -  M ateria ls  and Supplies: The control account fo r  m a ter ia ls  and 
supplies in the general ledger indicated that its  balance had been reduced from 
S l l f 058. 69 on D ecem ber 1. 1952, to $3, 375. 28 as of O ctober 31. 1953. M erchandise 
valued at $ 3 .6 8 8 .2 5  was entered on th ese record s in M arch as issued a fte r  they had been 
transferred  to the Logan A irport. It was fu rth er noted in Febru ary  1953, total issu e s  of 
$3 101.75 appeared in this account, yet only a sm all part of it represented  actual ex ­
penses while the rem ainder was fo r m a teria ls  and supplies stored  in buildings o th er than 
the regular storeroom , which, through an apparent m isunderstanding had been recorded
as being issued in that month. . . .  ~
In this connection a certification  was received from  the A irport M anager on D ecem ­
ber 23 1953 indicating that the issue slip s and an enclosed statem ent and schedule to 
that effect were true and co rre ct . As part of the audit routine se v era l of th ese buildings 
where the m aterials and supplies w ere stored w ere visited and it was ascerta in ed  that 
the unused item s as indicated w ere actually on hand.
Hanscom Field -  Accounts R eceivable: It was noted that of the total balances of 
$8 163.49, appearing in the lis t of accounts receiv able as of November 9, 1953, one in 
the amount of $6 ,869 . 17 is  long overdue. It would appear that the Board has been m ost 
lenient in dealing with this Company, and it is  suggested that an organized effort be 
made to collect this overdue balance forthwith.
Hanscom Field - Stores Requisitions: It was noted that requ isitions fo r m a ter ia ls  
and supplies were not signed by the re ce iv e r  of the m a teria ls . It is  suggested that a ll 
such items be receipted for by whomever in authority re ce iv es  them.
Hanscom Field -  Bedford Airport -  L eases and A greem ents: It was noted that c e r ­
tain lessees were not complying with the te rm s of th eir  agreem ents re la tiv e  to the filing 
of statements of gross receip ts and/or other inform ation required. It was also  noted 
that the necessary payments w ere not being made by them cu rren tly . It was fu rth er 
noted that a representative or employee of the A irport was not p resen t when co llectio n s 
from vending machines were made.
It is suggested that the foregoing conditions be co rrected .
AERONAUTICS COMMISSION R EP O R T NO. 5 4 -66
Reimbursement to C ities and Towns fo r A irport Construction P r o je c ts :  During the 
current audit period funds were expended from  sp ecia l appropriations fo r  constru ction  
work at various municipal a irp orts within the Commonwealth. The F ed era l Governm ent, 
the Commonwealth and the various m unicipalities concerned, participated  in the program  
for airport construction p ro jects  in the approxim ate ratio  of 50%, 25% and 25% re sp e c ­
tively.
All contracts awarded under this program  a re  approved by the M assach u setts  A ero­
nautics Commission. Under provisions of appropriating a c ts  for the 1950 and subsequent 
fisca l years the approval of con tracts by the M assach u setts P ublic Buildings Com m ission 
is no longer required. The p rog ress of the work is  checked by engineers of the M a ssa ­
chusetts Aeronautics Com m ission.
Invoices a re  presented to the M assach u setts A eronautics C om m ission by the muni­
cipalities for reim bursem ent from  the Commonwealth of 25% of constru ction  c o sts  which 
is the maximum reim bursem ent allowed by G eneral Law s, Chapter 90 , Section 3 9 F .
Checks are  sent by the Fed eral Government payable to the M assach u setts A eronautics 
Commission as agent for the m unicipalities concerned.
The Com m ission deposits these checks in a sep arate  bank account and alm ost im m e­
diately draws checks on th is account payable to the se v e ra l m unicipal a irp o rts  where 
work is  being perform ed under the program .
Apparently the amounts awarded by the Fed eral Government under the program  are 
not controlled by the Commonwealth.
The following schedule ind icates the amounts of F e d era l and State aid paid to c itie s  
and towns fo r a irp o rt construction from  M arch  23, 1953 to D ecem ber ,
City o r Town
Nantucket
W orcester
State Aid
$ 105 ,362  08
F ed eral Aid
$ 6 ,4 4 1 3 0
1 93 ,322  13
Total
$ 6 ,4 4 1 3 0
298 ,6 8 4  21
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Hyannis - $ 8 ,5 4 1 7 0 $ 8 ,5 4 1 7 0
W estfield - 16,280 96 16, 280 96
B ev erly - 40, 258 00 40,258 00
Chatham 1,386  86 2 ,500  55 3,887 41
New Bedford - 51 ,054 52 51,054 52
Dukes County - 12,563 10 12,563 10
P ittsfie ld - 3 ,499  47 3,499 47
F a ll  R iver 24 ,899  78 - 24,899 78
M a rth a 's  Vineyard 6 ,2 5 0  00 - 6,250 00
$137 ,898  72 $334,461 73 $472,360 45
R egistration  o£ F ed era l C ertifica te s  by Resident Airmen, Owners and Operators: 
Section 49 of Chapter 90 of the G eneral Laws provides that all resident airm en, owners 
and o p erato rs of a ll a irc ra f t ,  sh all re g iste r the Federal certifica tes of said airmen and 
of said  a irc ra f t  with the Com m ission. It was again noted that no fees are charged by the 
C om m ission fo r  such reg istra tion s.
CIVIL D EFEN SE AGENCY REPORT NO. 54-67
C ivil D efense Agency -  C ities and Towns Trust Funds: Account No. 6815-97-01-36: 
The various c itie s  and towns in the Commonwealth may be advanced money from this ac- 
count for the d irect purchase of defense equipment. The balance in this account as of 
N ovem ber 10, 1953 was $ 4 5 1 ,9 5 2 .8 9  which was entirely encumbered. Account No. 6816- 
9 7 -0 1 -3 6 : The sev era l c ities  and towns may purchase defense equipment from this ac- 
count with th eir  own funds and be reim bursed by the Federal Government on a fund 
m atching b a s is . The Fed eral Government may also advance funds upon request by the 
c itie s  and towns for purchases to the Civil Defense Agency, and, upon receipt of match­
ing funds from  the c itie s  and towns, may make such purchases and submit bills to this 
Agency where they a re  p rocessed  for payment. The balance in this account as of Novem­
b e r 10, 1953 was $174 ,421 . 21 of which $10, 961.98  was encumbered.
Civil D efense Agency -  State T rust Funds: Account No. 4128: From this account, 
advances a re  made by the Federal Government to match funds of the Commonwealth which 
a re  spent fo r the defense program . T here was a balance in this account of $176,321.48 
on November 10, 1953. Account No. 4129: From  this account an advance was made by 
the F ed eral Government to the Commonwealth to pay the cost of transporting trailers 
from  the middle west to the tornado stricken  W orcester area. There was a balance of 
$1, 67 7 .4 3  in the account on November 10, 1953.
Storage of M edical Supplies: It was noted that certain  medical supplies stored at 
one of the institutions w ere located in a barn. In this connection their containers were 
noted to be in a damp condition because of water leakage. It is  understood from the 
D irec to r  of this Agency that sin ce that tim e these supplies were taken from that particu­
la r  institution and relocated.
Rotation of D rugs: It is  understood that recommendations have been made by the 
executive m edical o ff ice r  that a ll antibiotics and drugs with an expiration date which are 
stored  in stockp iles of m edical supplies a re  to be used and replaced by public and private 
institu tions before said expiration date o ccu rs.
T ra n s fe rs  of L it te r s : On the date of audit litte rs  were being transferred from the 
stockp iles to the f ir s t  aid stations and th erefore it was not possible to reconcile the in­
ventory of l i t te rs  to the stock record s because of the large number of transfers in process.
Inventory C ontrol: The control of inventories of supplies account is now maintained 
in a stock  led ger by individual c la ssifica tio n s. In some cases this is controlled only in 
units and not fo r m onetary value. These ledger accounts also indicate the specific loca­
tion of the m a te r ia ls . O ther item s of m ateria ls  particu larly  communications equipment 
is  posted only to a card  file  showing the location of the equipment and not to the stock 
led ger.
The Agency does not maintain a general ledger th erefore a monetary control for in­
v en tories is  not p ossib le.
In connection with the control of th ese inventories, re ference is  made to the final 
audit rep ort of the G ov ern or's Com m ittee on Public Safety, which was the agency of t e 
Commonwealth which controlled civilian  defense activ ities during World War II. That 
audit rep ort included the following com m ents with re feren ce  to the control of inventories 
o f sup plies, e t c . :
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"State P roperty : An audit report issued by this D epartm ent on 
August 15, 1942, in re ferrin g  to State Property  purchased by the Com­
m ittee on Public Safety, reads as follow s:
’During the existence of this Com m ittee pu rchases of 
m aterials and supplies such as blankets, co ts , m edical ch e sts , 
medical supplies, b a tteries , radio equipment, e t c . , valued at 
thousands of dollars had been made. It is  understood that 
these supplies have been and w ill continue to be sent to various 
sections of the Commonwealth. In connection with the d is tr i­
bution of these a rtic le s  there are  no reco rd s m aintained of 
their issue o r of th eir location, and it is  felt that unless som e 
records are  maintained to establish  the location of th ese inven­
tories the possibility ex ists  that control over them w ill be lost.
It is, therefore, recommended that the C om ptroller’ s Bureau 
be consulted and that som e system  be installed by them to con­
trol these supplies and equipment. ’
"As a result of this recommendation, the Com m ittee set up an inven­
tory system for the control of property. These re co rd s, however, never 
were adequate inasmuch as the g rea te r part of the equipment known to 
have been purchased was not included in th ese accounts.
"The lack of these records has proved a trem endous handicap in the 
final liquidation of the a ffa irs  of the Committee on Public Safety, and as 
a direct result it is im possible to determ ine the distribution of the a sse ts  
originally purchased o r otherw ise obtained by the Com m ittee.
"The Purchasing Bureau has attempted during the past year to r e ­
cover non-expendable a sse ts , but because of the u tter confusion and 
scarcity  of proper records, the Bureau was unable to develop any routine 
or procedure for the recovery of this state-ow ned equipment. Some of 
the equipment, however, originally held by the Com m ittee was recov ered  
and transferred to other state agencies. F o r the work done the P u rch a s­
ing Bureau deserves commendation sin ce a great deal of tim e and effort 
was expended without which it is  certain  the recovery  of th is  property to 
any great extent would have been im possible.
"B ecause of the lack of these reco rd s, a great deal of tim e and 
effort was also expended by representatives of the D epartm ent of the State 
Auditor in going through the files  of the C om p tro lle r's  paid vou chers in 
order to develop a listing of a ll pu rchases. Even though th is  listin g  was 
finally completed it was determined to be inadequate as fa r th e r  in v estiga­
tion established that a great deal of equipment had been tra n s fe rre d  to the 
Committee by state departm ents, e t c . , without reco rd .
To sum m arize, a great deal of tim e was spent by both the P u rch a s­
ing Bureau and the Auditor's D epartm ent in attem pting to determ in e the 
disposition of state-ow ned property, and it is  im possib le to estab lish  any 
schedule of state property for which the Com m ittee can be held accou nt­
able, therefore, the amount of actual lo ss  to the Commonwealth cannot 
be determined.
"Attention is  directed to the fact that if property reco rd s of the type 
referred  to in the previously mentioned audit report had been in stalled , 
recovery of the state-ow ned property would have been quickly effected  and 
the loss to the Commonwealth would have been m inim ized. "
It is  suggested that a com plete survey be made by the C om m ission on A dm inistration 
and Finance of the en tire bookkeeping and inventory contro l a rran g em en ts, taking into 
consideration all the d ifficu lties experienced previously in accounting fo r  the supplies, 
so that there w ill be no p ossib ility  of a re cu rre n ce  of the aforem entioned problem s.
Cash Advances and R eim bursem ents: It was noted that during the 1953 f is c a l  year 
this Agency received  from  both the F e d era l Governm ent and the various c it ie s  and towns 
m ore than $ 8 0 0 ,0 0 0 .0 0  in advances and re im bu rsem en ts. T hese re ce ip ts  w ere posted
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d irectly  to accounts in the Budgetary Control R eg ister as th ere is  no cash  rece ip ts book 
in u se. It is  suggested that the C om ptroller’ s  Bureau consid er the possib ility  of in s ta ll­
ing a cash  book fo r the handling of these item s.
M Y L E S STANDISH STA TE SCHOOL REPO RT NO. 54-68
Bond: It was noted that the ju nior c le rk  in the T re a su re r ’ s o ffice  whose duties in­
clude the handling of funds is  not bonded.
It is  recom m ended that step s be taken in th is d irection.
Canteen Incom e: The canteen incom e co n sists  of com m issions from  vending m a­
chines and donations. The standard State bookkeeping system  fo r Canteens has not as 
yet been installed  fo r the handling of th ese accounts.
It was noted that rep resen tativ es of the vending m achine co n cessio n a ires  make c o l­
lection s and subsequently com m ission  checks a re  m ailed to the institution. In this way 
no v erificatio n  of co llectio n s and com m ission s is  p ossib le.
It is  recom m ended that the procedure be review ed and a m ore adequate system  of 
contro l of incom e from vending m achines be arranged.
Store  R equisition s: It was noted that se v era l of the m a teria l and supplies sto res  
requ isition s could not be located.
It is  recom m ended that the attention of institution personnel who handle such requi­
s itio n s be d irected  to the n ecessity  fo r accu ra te  accounting fo r a ll such requ isitions.
Farm  A ccounts: Several c le r ic a l  e r r o r s  w ere noted in the 1952 farm  report. How­
e v er, they did not m ateria lly  affect the re su lts  of farm  operations as indicated by the 
1952 farm  report.
F arm  O perations: The farm  profit fo r  the 1952 farm  y ear was $ 2 ,3 3 2 . 52 as com ­
pared with $ 1 7 ,6 3 7 .3 0  fo r  the 1951 farm  y e ar.
It is  noted that th is varian ce is  essen tia lly  attributable to the in crea se  in the cost of 
feed during the y ear and to the fact that the farm  fa c ilit ie s  w ere being expanded.
D EPA RTM EN T O F EDUCATION
G EN ERA L D EPA RTM EN T REPO RT NO. 54-69
M assach u setts  Board  of Educational T e lev isio n : Chapter 662, A cts of 1953 created 
and placed in the D epartm ent of Education, but not su b ject to its  contro l, a board to be 
known as the M assach u setts  Board of Educational T elev ision , to be com prised of the 
m em bers of the Board  of Education and four o th ers appointed by the Governor. The Gen­
e ra l Court has appropriated for its  use $ 2 5 ,0 0 0 .0 0  for the f isc a l year ending June 30,
1954. On the date of audit, the board had been organized but had not yet located suitable 
o ff ice  sp ace. No expenditures had been made from  the appropriated funds to date.
R egistration  F e e s  -  Hyannis Sum m er School: The Division of U niversity Extension 
offered  se v e ra l co u rses  at the Hyannis Sum m er School. This school, which functions 
under the Bridgew ater State T ea ch e rs  C ollege, has established  a reg istration  fee of 
$2 . 50. It was noted that the re g istra tio n  fee  is  being co llected  together with the fee for 
the co u rse . T h is fee  was not turned over to the Departm ent of Education, but is  appar­
ently retained as incom e by the Bridgew ater State T each ers College.
It is  suggested that the Division of U niversity Extension account for a ll such fees 
rece iv ed  on e ith er of the following b a s is :
1. C o llect only fe es  applicable to the Division of U niversity Extension, 
o r
2. C ollect the reg istra tion  fe es  for Bridgew ater State T each ers Col­
lege with the fe es  fo r the co u rses  offered , but obtain a receip t 
listin g  in d etail the reg istra tio n  fees turned over to the T each ers 
College.
Board and Room C harges at State T ea ch e rs  C olleges: At its  m eeting on June 29, 
1953, the Board of Education approved a schedule of board and room charges at the sev ­
e r a l  T each e rs  C olleges. This schedule, which follow s, was adopted to standardize 
ch arg es at the various co lleg es and becam e effectiv e Septem ber 1, 1953:
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Student Charges
Board and room charge (yearly)
Board and room charge (weekly)
M eal charge - $14. 00 
Room charge -  2 .5 0  $16 .50
Board and room charge (daily) $2. 50
Room charge - $ .5 0
M eal charge - 2 .0 0  including
a. breakfast $. 50
b. lunch .6 0
c. dinner . 90 $2. 00
Special 5 m eal luncheon book fo r students only -  $2. 50
Faculty and Transient Charges
Board and room charge (weekly) $17* 50
Meal charge -  $14.00 
Room charge - 3. 50 $17. 50
Board and room charge (daily) $2. 50
Room charge - $ . 50
Meal charge - 2. 00 including
a. breakfast $. 50
b. lunch .6 0
c. dinner .9 0  $2 .00
$420 .00
Charges to M em bers of Conference Groups
Board and room charge (daily) $3 . 55
Room charge - $1 .00
M eal charge - 2 .5 5  including
a. breakfast $ .7 5
b. lunch .8 5
c. dinner .9 5  $ 2 .5 5
1. There will be no refund of board and room charges for absen ces of 
le s s  than one calendar week.
2. F o r absen ces of one calendar week o r  m ore, refund sh all be made 
fo r each full calend ar week of absence.
3. Refunds sh all be fo r m eal charges only.
4. Weekly refund sh all be at the ra te  of $12. 35.
It is  noted, however, that the regulations regarding refunds appear to be co n trad ic­
tory. In this connection, Item 3 indicates that refunds w ill be made only for m eal 
ch arges, Item 4, however, seem s to perm it weekly refunds at the ra te  of $ 1 2 .3 5 , which 
is  the actual weekly charge fo r both board and room.
It is  th erefore suggested that th is schedule be review ed and possibly the regulations 
regarding these refunds may be c la rified .
Sale of Books: An exam ination of book purchases and sa le s  indicates that som e a re  
sold  at cost or le s s .  It is  recommended that the selling  p rices  of a ll books be so that 
none w ill be sold at a lo ss .
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Accounts R eceivable -  Division of U niversity Extension: C ertain  m inor d iscrep an ­
c ie s  w ere noted in th is Accounts R eceivable Control ledger. In ord er to m aintain c lo s e r  
control over th ese accounts the following suggestions a re  offered :
1. The unpaid b ill f ile  and the accounts rece iv ab le  led ger should be 
recon ciled  regularly  by the Departm ent.
2. A follow-up system  on overdue accounts rece iv ab le  should be
established  and accounts m ore than one y ear old should be turned 
over to the Attorney G eneral fo r co llection  o r disposition as is  
p rescrib ed  by the C o m p tro lle r's  Accounting Manual.
3 . A num erical control of the A udio-Visual fan-fold  system  should be 
m aintained and every s e r ia l  number used should be accounted fo r .
L o ss of Incom e Cash: In O ctober 1953, fe es  amounting to $32. 00 w ere reported as 
m issin g  from  the desk of an em ployee. The fe es  had been co llected  fo r  the High School 
Equivalency P rogram  and w ere to be tran sm itted  to the b u sin ess o ffice  fo r  deposit. The 
lo ss  was reported to the police and to date the money has not been recovered .
The system  has sin ce  been changed and a ll cash  is  now being rece iv ed  d irectly  
through the business o ffice  of the Departm ent.
STA TE RACING COMMISSION R E P O R T  NO. 54-70
D isa ste r  Em ergency R elief Racing Agency: Chapter 499 of the A cts of 1953 estab­
lished  th is agency to provide re lie f fo r  the C entral M assach u setts A rea which was 
strick en  by a tornado in June 1953. T his agency has a ll the powers and duties of a pro­
m oter of racing m eetings and is  only in effect fo r  the cu rren t y e ar. This agency is  to 
act as agent for and sh all pay over to the C entral M assach u setts D is a ste r  R elie f Com­
m itte e , Inc. the "n et p ro ceed s" derived from racing m eetings held under th is  ac t a fter 
deducting minimum tra ck  operating expenses. F e es  and taxes o rd inarily  accru ab le  to 
the State w ere also  waived by Chapter 499 of the A cts of 1953 and F ed era l adm issions 
taxes w ere waived by a ruling of the Internal Revenue Bureau but th ese ta x e s , however, 
w ill becom e part of the "n et p ro ceed s".
All functions norm ally perform ed at reg u lar racing m eetings by the State Racing 
Com m ission w ere perform ed in the sam e m anner fo r the "em erg en cy " m eetings.
The reco rd s of the State Racing Com m ission indicate g ro ss  re ce ip ts  of $ 9 5 2 ,7 3 7 .0 0  
from  such racing operations only. Inform ation re la tiv e to oth er tra ck  incom e including 
that from  con cessio n s, sa le s  of p rog ram s, unredeemed tick e ts , e t c . , w ill be reported 
in a sep arate  audit of the D isa ster Em ergency R elie f Racing Agency.
Unclaim ed P ari-M u tu el T ick e ts : At the date of audit, the value of unpaid p a ri­
mutuel tick e ts for the 1952 racing season was $ 6 3 ,1 6 1 . 90. This amount, su b ject to 
change because of tick e ts being redeem ed at a la te r  date, w ill be payable to the Common­
wealth early  in 1954. Checks totaling $57, 609. 60 w ere rece iv ed  from  the various a s s o ­
c iations early  in 1953 covering the unpaid pari-m u tu el tick e ts  fo r the racing y ear 1951.
It is  understood that th ese unpaid tick e ts  a re  under continuous audit by the com m is­
s io n 's  accountant until they a re  finally  turned o ver to the Commonwealth in accordance 
with statute.
A gricu ltural P u rp oses Fund: This fund orig in ates in the re ce ip ts  from  co m m is­
sions and breakage from  racing at fa ir s  and is  provided fo r  by Chapter 390 of the A cts of 
1947 as amended by Chapter 319 of the A cts of 1948.
The amount of $ 1 2 5 ,1 8 1 . 63 which was rece iv ed  as the resu lt of fa ir s  held in the 1953 
y e a r has been cred ited  to th is fund.
DIVISION O F LIBRA RY EXTENSION R EP O R T NO. 54-71
M arsh all F ield  L ib rary  T ru st Fund: T his fund was se t up to provide fo r  a tw o-year 
lib ra ry  p ro jec t in twelve towns in w estern  M assach u setts. This p ro ject is  p ractica lly  
com pleted and a final rep ort is  being prepared . The equipment purchased from  the tru st 
funds has been turned over to the Division of L ib rary  Extension fo r the fu rth erance of 
the lib ra ry  program  in th ese com m unities.
On June 30 , 1953 the balance of the fund was $823. 52. Upon com pletion of the p ro j­
e c t, the balance of the fund is  to be turned ov er to the Conway M em orial L ib rary .
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O FF IC E  O F SCHOOL LUNCH PROGRAMS REPO RT NO. 54-72
School Lunch D istribution and Salvage Fund: In August 1953 the balance of 
$ 5 3 ,3 9 4 .9 9  in the Departm ent of Public W elfare Commodity Salvage Fund was tra n s ­
ferre d  to the School Lunch D istribution and Salvage Fund in the Departm ent of Education. 
This tra n s fe r  was effected in accordance with the provisions of Chapter 637, A cts of 
1953 which designated the Departm ent of Education as the agency responsible fo r surplus 
commodity distribution.
OUTDOOR ADVERTISING AUTHORITY R EPO R T NO. 54-74
Pay Roll Refund Due Authority: It was noted that an employee receiv ed  s ick  leave 
pay fo r the period from  July 9. 1953 to Septem ber 21, 1953 while recovering from  in­
ju r ie s  incurred in the cou rse of his employment. This employee has a lso  filed a claim  
with the Industrial Accident Board requesting weekly compensation for the period. This 
cla im  amounting to approxim ately $2 6 0 .0 0  w ill be paid to the Authority as a refund when 
it is  received from  the Industrial Accident Board by the em ployee.
Em ployees' Sick Leave R eg ister: An examination of the Em ployees' Sick Leave 
R eg ister authorized by Section 7 of Chapter 7 of the T ercen tenary Edition of the G eneral 
Laws indicated that s ick  leave charges and cred its  for the months of Septem ber, O ctober 
and November 1953 had not been posted to it. It is  urged that the Authority m aintain its 
s ick  leave re g is te r  on a current b asis .
Overpayments by A d v ertisers: It was noted that an overpaym ent of $2 2 .0 0  r e ­
ceived, applicable to renewal applications, was applied by the Authority as a payment 
against p erm its, am endm ents, and original applications issued to the sam e concern in 
connection with subsequent tran sactio n s. This action is  contrary  to the instru ctions in 
the C om p tro ller's Bureau accounting manual which ind icates that a ll overpaym ents 
should be returned on a Refund of R eceipts Voucher. It is  th erefo re  suggested that fu­
tu re tran saction s of this nature should be treated  in accordan ce with those instru ctions.
Renewal P e rm its : The previous audit report noted that renewal perm its w ere i s ­
sued approxim ately s ix  months a fter th e ir  effectiv e date. As the inspection fe es  for 
th ese renew als a re  payable within ten days of the receip t of the renewal p erm its, it is 
possible that a billboard could be used for th is interim  period even though the perm it 
might have been canceled p rior to the payment of the required fee , with a resultant loss 
of incom e.
In this connection it was again noted that th is situation s t il l  existed during the c u r­
rent audit period. It is  understood that the Authority proposes to recommend certain  
changes in its  present ru les and regulations that will enable it to co lle ct this fee on or 
before the effective date of the renewal perm it.
Renewal Inspection F e e s : It was noted that of the renewal p erm its issued during 
the 1953-54 f isc a l y ear, renewal inspection fees totaling $ 1 0 ,8 5 9 .0 0  w ere s t ill  unpaid 
as of the date of audit. These unpaid fe e s  rep resen t the value of 3 ,6 9 9  renewal perm its 
p rocessed  by the Authority during the month of November 1953 as follow s:
3 ,5 8 0  @ $3 00 $ 10 .740  00
119 @ 1 00 119 00
3, 699 $10 ,8 5 9  00
All of th ese fe es  w ere received by the Authority on D ecem ber 17, 1953.
P erm it R eg ister: The reco rd s m aintained fo r the accounting of renewal perm its 
fo r active b illboard s, signs and oth er advertising devices con sist of memorandum card  
f i le s .  It is  suggested that an o ffic ia l perm it re g is te r  be established  in a bound book so 
that a perm anent record  w ill be available. This re g is te r  w ill a lso  quickly furnish the 
Authority with a v erification  of the potential renewal pern.it incom e applicable to each 
active location.
DANVERS STA TE HOSPITAL REPO RT NO. 54-75
M aintenance C harges: C ollections on account of house, apartm ents and room rent 
fo r th is audit period totaled $32, 130. 92. The potential incom e fo r the sam e period
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could not be determ ined because of the extensive renovation program  presen tly  in prog­
r e s s  at th is  hospital. The following, however, ind icates the manner of d e crea se  in in ­
com e from  th ese so u rces  during the past five f is c a l  y e a rs :
Y ear Room Charges M eals Total
1950 $ 3 4 ,3 4 5  18 $ 2 8 ,0 0 6  20 $62, 351 38
1951 3 2 ,8 5 0  50 19 ,292  40 52 ,1 4 2  90
1952 3 1 ,2 8 5  47 19 ,331  80 50 ,617  27
1953* 24 ,5 9 1  46 1 6 ,6 5 4  80 4 1 ,2 4 6  26
* 10 months.
It was noted from  the housekeeper’ s re co rd s  that certa in  d octors appear to be getting 
laundry p riv ileg es in e x c e ss  of those norm ally allowed. W hile th ere  is  no apparent lim it 
to laundry allow ances, th is  p rac tice  naturally  ham pers the fa c ilit ie s  of the institution 
laundry.
Attention is  fu rth er d irected  to the fact that a physician employed by th is institution 
is  now paying fo r a room  at the preposterous ra te  of $. 30 per month. It was learned that 
th is  ra te  was so estab lish ed  because he slep t in the room  only once each month. It would 
seem  that consid eration  should have also  been given to the fact that th is  room is  exclu ­
siv e ly  re serv ed  for him , and that he does on regu lar o ccasio n s avail h im self of its  fa c il i­
t ie s  during the day.
W O RC ESTER STA TE HOSPITAL R E P O R T  NO. 54-76
M edical F a c il it ie s  A vailable to Community -  State Owned Laboratory  Supplies and 
Equipment Issued to L aboratory then Turned Over to a P riv ate  O rganization: The audit 
re p o rts  for the past se v era l y ears have included detailed com m ents re la tiv e  to the use of 
a  Commonwealth-owned Electroencepholograph m achine by a fo rm er p art-tim e  employee 
o f th is  institution, and for which it was understood a charge had been made and paid to a 
private organization.
The previous audit rep o rt suggested that a w ritten  agreem ent between the private 
organization  p resen tly  conducting re se a rc h  p ro jec ts  at th is  hospital and the D epartm ent of 
M ental Health be negotiated, which would stipulate the te rm s under which the program  
w as to be conducted, together with whatever contributions of personnel, equipment and 
m a te r ia ls  w ere to be furnished by both p a rtie s , insofar as p ossib le.
In th is  m anner a determ ination would be p ossib le in questions relating to th is su b ject.
During the cou rse of th is  exam ination the m atter was again review ed and it was 
learn ed that the following inform ation is  now available at the institution for use in the 
event th ese m atters  a re  questioned in the future:
1. A descrip tion  of the cu rren t ac tiv itie s  of the R esearch  Serv ice  
prepared  by the D irec to r of R esea rch .
2. A rep ort dated Septem ber 21 , 1953 by the D irecto r of R esearch
apparently requested by the Superintendent and the C om m issioner 
of Mental Health establish in g what p ro jec ts  w ere being undertaken.
3. A Memorandum of Understanding which is  apparently the by-law s of
the R esea rch  Council and a statem en t of its  functions, etc.
Renovation o f P hillip s Building: On Septem ber 21, 1953, work was begun on a 
renovation p ro jec t in the P hillip s Building which was planned to cost $ 2 4 3 ,5 1 6 .0 0 . This 
p ro je c t appeared to be another in a s e r ie s  of s im ila r  p ro jec ts  already com pleted or being 
worked on at th is  institution. On s im ila r  p ro jec ts  the supporting w alls had been found 
strong enough to support new ste e l beam s with con crete  slabs which was an esse n tia l part 
of the renovations. The sp ecification s prepared by the arch itec t for the P hillip s Building 
p ro je c t apparently assum ed that the supporting w alls would be equal strength  to those 
found on previous p ro jec ts .
As the work p rog ressed  the supporting w alls in this building w ere found to be sh e lls , 
i .  e . , instead of four th ick n esses of b rick  as found in other buildings only two th ick n esses 
of b rick  with a binder every two o r th ree feet w ere presen t. The la tter w alls w ere in 
poor condition and the binder had d isintegrated into a powder. The Building In sp ectors, 
A rch ite c ts , C on tractor, D epartm ent of Mental Health o ffic ia ls  and all o th ers concerned 
agreed that it was obvious that new supporting p illa rs  would have to be in stalled , which 
would re q u ire  expensive alte ratio n s in the sp ecification s of the p ro jec t.
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The question of whether the con tractor involved would be awarded an e x tra  of m ore 
than $ 1 2 5 ,0 0 0 .0 0  to properly com plete the w ork, or whether to pay him an amount equal 
to the work already completed and new bids so licited  covering new sp ecification s was 
considered. In the m eantim e other available work was continued from  Septem ber 1953 
until Febru ary 1954, at which tim e it becam e apparent that th is decision  could be post­
poned no longer.
It is  understood that the m atter is  now in the hands of the A ttorn ey-G en eral and in 
the m eantim e work on the p ro jec t has been suspended.
Cash on Hand Representing Key D eposits not P rop erly  Accounted F o r : On date of 
audit th ere  w as cash  totaling $ 3 3 .0 0  on hand in the office  of the Institution T re a su re r , 
representing deposits made by various em ployees who had been furnished se ts  of keys 
requ ired  in the perform ance of th eir duties.
The only re co rd  available of the tran saction s pertaining to th is  activity  was in m em ­
orandum form  in which was entered the nam es of the em ployees together with a notation 
of refunds when the keys w ere returned.
In th is connection it was noted that th ere  w ere 116 nam es open on th is book, ind icat­
ing that th ere  had been no refunds of key deposits made to them . As the fee for keys is 
$ 1 .0 0 , it is  of cou rse obvious that the cash  on hand would be insufficient if the refunds 
w ere found n ecessary  at one tim e.
The institution tre a su re r  indicated that th is reco rd  had not been curren tly  m ain­
tained, and that many of the em ployees whose nam es appear receiv ed  refunds but no c o r ­
responding en tr ies  w ere made.
It is  th erefo re  recom m ended that th is m atter be review ed and competent reco rd s 
installed  so that th is  activity  may be in recon cilia tion  at a ll tim es.
Em ployees Handling Cash Not Bonded: It was noted that a junior c le rk  in the 
T r e a s u r e r 's  o ffice  who handles tran saction s in the P atien ts' Fund and an institution 
p orter employed in the Canteen w ere not bonded. The la tter em ployee, actually perform s 
the duties of a re crea tio n  room  ca re ta k e r . Two o th ers so employed in the Canteen are 
bonded.
This m atter was called  to the attention of the proper o ff ic ia ls  and it was understood 
that steps w ill be initiated to bond th ese em ployees.
Checks Long Outstanding Not Canceled: It was noted that th ere  w ere se v era l checks 
in the pay ro ll bank account which had been outstanding for a period of th ree months or 
m ore. It is  recom m ended that these checks be canceled in accordance with instructions 
contained in the C om ptroller’ s Bureau Accounting Manual for such item s.
An outstanding check dated in M arch 1952 was also  noted in the E scrow  R etirem en t 
Fund bank account. This check should also be canceled  and handled in the sam e manner 
as outlined in the preceding paragraph.
V arian ces Betw een Q u arters R eg ister and Pay R oll Deductions F o r Room Rant: In 
checking the amounts authorized to be deducted from  em ployees' s a la r ie s  as indicated on 
the q u arters re g is te r  to the pay ro lls  two instances w ere noted where the amounts on the 
pay ro ll w ere le s s  than the amounts indicated on the qu arters re g is te r . In this connec­
tion one em ployee's ra te  as appearing on the q u arters re g is te r  was $ 1 .7 6  per week w here­
as only $1 . 32 was deducted from  his sa la ry  on the pay ro ll. This variance ran weekly 
from  D ecem ber 2, 1952 to January 9, 1954, when it was called  to the attention of the In­
stitution T re a su re r  a fter it was noted during the cou rse of this audit.
The other instance developed for only the month of Septem ber 1953 and com parable 
amounts w ere indicated.
It is  understood that the proper adjustm ents w ill be made on subsequent pay ro lls .
Accounts R eceivable Inactive Over One Y ear to be Turned Over to the A ttorney- 
G en eral: In aging the outstanding active accounts rece iv ab le  on the date of audit one a c ­
count was noted in the amount of $ 2 7 .0 2  captioned "M aintenance 1949". This amount 
rep resen ted  the unpaid balance of a 1949 charge on which payments had been spasm odi­
ca lly  rece iv ed  until May 23, 1952.
As th ere has been no activity in th is account for m ore than a year and a half it is  
recom m ended that it be re fe rre d  to the A ttorney-G eneral for disposition.
Check Sent to Departm ent of M ental Health Not Entered or Cashed: It was noted that 
a check in the amount of $ 3 ,2 1 6 .4 6  representing funds of certa in  deceased patients was 
sen t to the Departm ent of Mental Health as d irected  by its  Second A ssistant C om m issioner 
in a le tte r dated August 11, 1953.
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On January 19, 1954, while this audit was in p ro g ress , this check was s t il l  in the 
f ile s  of the Departm ent of Mental Health where it had apparently been m islaid .
It is  recom m ended that th is check be p rocessed  im m ediately.
P atien ts' V aluables Not Disposed Of: Section 39B of Chapter 123 of the T e rce n te ­
nary Edition of the G eneral Law s, as amended, reads as follow s:
"P ro p erty , known as 'P a tie n ts ' V aluables’ , belonging to, o r deposited 
for the benefit of, form er patients of any sta te  hospital, o r form er patients 
under the supervision of the departm ent, which sh all have rem ained un­
claim ed for m ore than one y e ar, sh all be disposed of as h ere in after p ro­
vided, but only if a ll known next of kin of the fo rm er patient sh all have been 
notified in writing by said  superintendent or by the departm ent, as the case 
may be. Such disposition sh all be made by a sp ecia l board consisting , in 
the case  of a form er patient of a s ta te  hospital, of the superintendent of 
such hospital and a rep resen tative of the departm ent designated by it , o r, 
in the case  of a form er patient under the supervision of the departm ent, of 
one or m ore rep resen tativ es of the departm ent designated by it. The Board 
sh all a scerta in  whether the property has any sa le  value and, if so , shall 
so lic it  from  at lea st th ree reputable d ea lers in like property o ffers  for the 
purchase th ereof, and sh all se ll  the sam e to the dealer o ffering the highest 
p rice . The proceeds of such sa le  sh all be added to the funds deposited by 
the superintendent of the hospital or by the co m m issio n er, as the ca se  may 
be, known as 'P a tie n ts ' Funds' and sh all be disposed of as provided in s e c ­
tion th irty-n ine A. The board may dispose of such of said  property a s , in 
its  opinion, has no sa le  value, or any of said property fo r which no o ffer, 
so licited  as a foresaid , has been rece iv ed , in such m anner as it may deem 
proper. A com plete reco rd  of each transaction  hereunder sh all be made 
and signed by all m em bers of the board and filed  with the oth er reco rd s at 
the hospital o r at the office  of the departm ent relating to the fo rm e r patient 
whose property sh all have been disposed of as a fo r e s a id ."
In this connection it was noted that th is law has not been com plied with sin ce May 3, 
1938 when the la s t previous disposal of such property was made. At that tim e the sa le  of 
unclaim ed property of twenty-one patients yielded $204. 22.
This m atter was review ed and m ore than one thousand individual envelopes contain­
ing property of deceased and/or discharged patients w ere noted in a vault at the in stitu ­
tion.
It is  recom m ended that the Superintendent of th is institution take the n ecessa ry  steps 
to dispose of th is property in accordance with the existing sta tu tes.
Underpayment of $ 1 0 0 .0 0  in Industrial Accident C ase : In connection with a v e r ific a ­
tion of payments to em ployees receiv ing com pensation under Industrial A ccident law s, it 
was noted that during this audit period one em ployee rece iv ed  paym ents of $2 , 423. 08 and 
$1, 937. 98 from  th is institution, as well as weekly ben efits paid by the D epartm ent of In­
d u stria l A ccidents. These payments rep resented  an accum ulation of wages during the 
f is c a l  y ears from  1948 to 1953, inclusive. In th is connection work sh eets used by the in ­
stitution tr e a s u r e r 's  o ffice  w ere review ed at the tim e of verification  of agreem en ts, leave 
re g is te rs , pay r o lls ,  e t c . , and it was noted that due to a c le r ic a l  e r r o r  in the com pila­
tion of the amount due this em ployee for the 1951, 1952 and 1953 f is c a l  y e a rs , the to tal of 
the second payment should have been $ 2 ,0 3 7 . 98 instead of $1 , 937. 98.
This m atter was called  to the attention of the institution tr e a su re r  and it was under­
stood that th is underpayment w ill be adjusted when the next payment in the ca se  is  made.
BOSTON PSYCHOPATHIC HOSPITAL R E P O R T  NO. 54-77
Accounts R eceivable - Board of P riv ate  P atien ts : It was noted that on August 11, 
1953, 28 accounts totaling $1, 90 0 .0 2  which rep resented  Accounts R eceivable - Board of 
P riv ate  P a tien ts, w ere tra n s ferred  to the D epartm ent of Mental Health and w ere closed 
on th is institu tion 's re co rd s. It was fu rth er noted that 2 such additional accounts totaling 
$343. 00 w ere charged off as uncollectib le during the cu rren t audit period.
It was also  noted that on date of audit the accounts rece iv ab le  -  Board of P riv ate  
P atien ts indicated a cred it balance. This was occasioned by the system  where the De­
partm ent of Mental Health does billing without allowing for proper journal e n tr ies  to be 
made adjusting cred it b alances.
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Accounts R eceivable -  Southard C linic F e e s : As a re su lt of com m ents in previous 
audit re p o rts , the Departm ent of M ental Health issued a d irective effective M arch 12,
1953 providing for a new system  of handling and recording fees rece iv ed  from  th is c lin ic .
It was noted in th is connection that the acting ca sh ie r of the c lin ic  was bonded in the 
amount of $ 1 ,0 0 0 .0 0 .
M aintenance Charges for Rental of R oom s: From  all inform ation available, it was 
determ ined to be im possible to properly estab lish  the potential incom e from  the rental of 
room s to em ployees at th is institution. A card file  m aintained by the tre a su re r  was 
helpful in th is re sp ect but did not include su ffic ient inform ation to com pletely identify 
th is incom e. Some of th ese card s did not indicate when the occupancy began o r ended.
In one p articu lar instance s ix  months had elapsed before any charges w ere made.
It was also  noted that no authorization slip s are  on f ile  signed by the em ployees giv­
ing the institution authority to deduct from  the pay ro ll as is  required by the Com m ission 
on A dm inistration and Finance.
It is  suggested in th is regard  that the housekeeper keep the ’’Q u arters R e g is te r” on 
ren ta l of room s and that the n ecessary  authorization slip s be signed by those em ployees 
occupying room s.
Sale of M eal T ick e ts : The cash book indicates that $ 7 ,1 0 4 . 30 was receiv ed  from  the 
sa le  of m eal tick e ts to em ployees during the audit period. The reco rd s also  noted that 
the tr e a su re r  issued m eal tick e ts with a face value of $ 8 ,0 8 5 .0 0  to the Nursing O ffice for 
fre e  distribution to student n u rses for which the Nursing O ffice made no accounting. It 
was learned that the se cre ta ry  of the Nursing O ffice turned these tick e ts  over to the d ie ti­
tian , who kept no reco rd  of th eir distribution. The dietitian, however, is  advised by the 
Nursing O ffice as to the number of student n u rses who are  entitled to fre e  m eals.
It is  suggested that the tr e a su re r  or the Nursing O ffice keep a reco rd  showing the 
disposition of these m eal tick e ts by s e r ia l  num bers together with the signature of the 
resp ectiv e student n u rses.
It is  fu rther suggested that dining room attendants co lle ct m eal tick e ts  from  all in­
dividuals who get m eals.
M ateria ls  and Supplies: The te st inventory of M ateria ls and Supplies taken in con­
nection with th is audit indicated sh ortages of $51. 66 and overages of $104. 17 or a net 
overage of $52. 51. Stock ledger adjustm ents made during the audit period totaled 
$1 , 305. 99 and of th is amount $ 1 ,1 9 7 . 75 represented  overages and $108. 24 represented  
sh o rtag es. Adjustm ents w ere apparently n ecessary  because of the reaso n s usually noted, 
such a s , c le r ic a l  e r r o r s , spoilage, shrinkage, etc.
It was fu rther noted that certa in  accounts show book balances even though no item s 
are  actually on hand. This was probably due to the p rac tice  of pricing issu es at a unit 
co st other than the average co st indicated on the re co rd s. It is  suggested that proper ad­
justing journal en tr ies  be made to c lo se  th ese accounts.
Canteen V arian ce : A com parison of the physical inventory with the book inventory 
showed the physical inventory to be $365. 16 le s s  than the computed book inventory and 
rep rese n ts  approxim ately 6% of s a le s . This m atter was discussed  with the personnel, 
who w ere responsib le for the operation of the canteen, who w ere of the opinion that th ere 
w ere too many people operating the canteen.
The canteen is  open one hour in the afternoon and one hour in the evening seven days 
a week. In th is connection i f  was noted that the physical inventory taken by personnel of 
the institution on June 30 , 1953 was $290. 00 short.
It is  suggested that, possibly, if physical inventories were taken m ore frequently 
th ese varian ces might be reduced to a minimum.
P atien ts' Funds: It was noted that 29 checks issued on this account have been out­
standing for m ore than one y ear. It is  suggested that payment on these checks be stopped 
and th eir proceeds returned to P atien ts' Funds.
It was fu rther noted that the funds of 2 patients, who w ere tra n s ferred  to other in s ti­
tutions, w ere s t il l  on hand. It is  suggested that these funds be tra n sferred  as soon as 
p ossib le.
Bonded E m ployees: It was noted that the a ssistan t superintendent, who has authority 
to sign checks on two T ru st Fund accounts, is  not bonded. It is  suggested that steps in 
th is d irection be considered.
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Spanish W ar R eim bursem ent Fund: On the date of audit the balance of cash  in the 
p rin cip al account was $418. 50, and in the incom e account, $ 1 ,3 3 9 . 96 o r a to ta l of 
$1, 758. 46 . In addition th ere  is  $ 8 0 .0 0  cash  on hand which re p rese n ts  the unexpended 
portion of the 1954 advance of $ 1 0 0 .0 0 . A review  of expenditures fo r the past 13 y e a rs  
ind icates that in only one y ear did the exp enses exceed $ 3 0 0 .0 0  which has been le s s  than 
the incom e rece iv ed  each  y ear fo r investm ents.
R eim bu rsem ent to C ities and Towns fo r V eteran s' B e n e fits : On June 30 , 1953 th ere 
was owing to c it ie s  and towns the amount of $ 1 ,7 9 6 ,8 9 8 . 97 for the months of Jan uary 
1953 through June 30 , 1953. T his la tte r  amount was re im bu rsed  from  the 1954 fis c a l  
y e a r 's  appropriation in the months of Ju ly  and August 1953.
R eim bu rsem ent to C ities and Towns for W orld W ar n  A llow ances: On June 30 ,
1953 th ere  was $ 1 9 ,4 7 0 .3 3  owing to the variou s c it ie s  and towns for the s ix  months end­
ing June 30 , 1953. T h is amount was re im bu rsed  in Ju ly  and August 1953 from  the 1954 
f is c a l  y ear funds.
TAUNTON STA TE HOSPITAL R E P O R T  NO. 54-81
F arm  O perations: The re co rd s  indicated a  lo ss  from  farm  a c tiv it ie s  fo r the 1952 
farm  year at $17, 6 4 3 .3 2 . T h is amount com pared with a lo ss  of only $ 1 ,7 0 9 . 12 fo r the 
1951 farm  year.
It was understood that th is v ariance is  esse n tia lly  a ttribu table to the in cre a se  in the 
co st of anim al feed during the y e ar.
P a tien ts ' A ccounts: It was noted that se v e ra l ch eck s which had been drawn on the 
P a tien ts ' bank account had been outstanding fo r periods from  one to th ree  y e a rs .
It is  recom m ended that an effo rt be made to dispose of th ese ch eck s in accord an ce 
with existing  d irec tiv e s .
Incom e from  Vending M achines: Attention is  d irected  to the fa c t that the canteen 
incom e included $652. 28 rece iv ed  as com m ission s on s a le s  from  vending m achines.
In th is connection it was noted that re p rese n ta tiv e s  of the vending m achine co n ce s­
s io n a ire s  make co llectio n s and subsequently ch eck s fo r  com m ission s a re  m ailed  to the 
institution. B ecau se of th is  m ethod, no v e rifica tio n  o f co lle ctio n s and com m ission s is  
p ossib le .
It is ,  th ere fo re , recom m ended that th is  procedure be review ed and a  m ore adequate 
system  of incom e contro l from  vending m achines be substituted.
M aria  J .  Haglind T ru st Fund: From  inform ation av ailab le , it appears that the 
R e g is tra r  of P robate  for Plymouth County does not recog nize the p resen t tru ste e s  of this 
institution fo r purposes of ad m inistering th is  tru st fund. T h is is  apparently b ecau se the 
orig in al tru st indenture re fe rre d  to the then tru ste e s  sp e cifica lly  by nam e. B e cau se  of 
th is , it is  contended that the fo rm er hospital tru ste e s  m ust resig n  as the tru s te e s  o f th is 
fund, and the new tru ste e s  m ust be accordingly  qualified .
In th is  connection, it was noted that s e c u r it ie s  purchased from  th is  fund w ere r e g is ­
tered  in the nam es of th re e  fo rm er tru ste e s  of th is hospital whose te rm s  as such had 
exp ired , and the incom e from  th ese s e c u r itie s  is  re ce iv ed  in the nam es o f th ese  fo rm er 
tru s te e s  fo r deposit to the fund.
It w as noted that the subscrip tion  righ ts w ere issued during the audit period in 
connection with s e c u r it ie s  owned. T hese rig h ts had a value on issu e , but b ecau se they 
w ere not sold  within a sp ecified  tim e lim it, nothing was re a lize d  from  them .
It i s ,  th e re fo re , suggested that the A ttorney G en eral be consulted re la tiv e  to the 
p ossib ility  of instituting legal p ro ce s se s  so that the cu rren t prop erly  qualified  tru s te e s  of 
th is  institution may be perm itted to adm in ister th is  fund.
D EPA RTM EN T O F P U BLIC  WORKS
G EN ERA L D EPA RTM EN T R E P O R T  NO 54-82
Highways D ivision
Inv en tories: An in tegral part of the accounting instaU ation se v e ra l y e a rs  ago by the
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P ublic A d m inistration S erv ice  was a  tabulating m achine inventory con tro l. Inventories 
a re  m aintained in the 40 storeh ou ses located throughout the Commonwealth and the 
accounting system  is  designed to provide a con tro l in the bookkeeping m achine room  for 
the m a ter ia ls  and supplies in each  of them .
T e s t inv en tories w ere taken in connection with th is  exam ination at the following 
sto rero o m s:
Storeroom  No. 
Storeroom  No. 
Storeroom  No. 
Storeroom  No. 
Storeroom  No.
1 -  D S tre e t, South Boston
2 -  T ra ffic  Shop, Roxbury 
55 -  B everly
65 - Taunton 
75 -  Middleboro
Su m m aries of the re su lts  of th ese te st inv en tories follow: 
T e s t of S to res  Inventories
"D " S tree t T ra ff ic  Shop
South Boston Roxbury B ev erly Taunton M iddleboro
Value per Book R ecord s 
Add:
$ 5 2 ,9 3 4  99 $ 2 8 ,8 5 4  11 $ 1 2 ,1 1 6  40 $ 1 2 ,5 7 1  27 $ 6 ,5 3 4  57
O verages 1 ,2 9 0  95 1 ,2 7 8  31 615 78 458 70 548 71
$ 5 4 ,2 2 5  94 $30, 132 42 $ 1 2 ,7 3 2  18 $ 1 3 ,0 2 9  97 $ 7 ,0 8 3  28
L e s s :
Shortages 2, 942 67 3 ,3 5 0  07 501 92 205 42 374 55
Value per P h y sica l
Inventory $ 5 1 ,2 8 3  27 $ 2 6 ,7 8 2  35 $ 1 2 ,2 3 0  26 $ 1 2 ,8 2 4  55 $ 6 ,7 0 8  73
Number Qf Item s 
Inventoried 
Number of Item s
185 153 103 72 98
Over 34 24 16 13 12
Number of Item s Short 
T otal Number of Item s
42 55 27 22 16
in the Storeroom 4 ,1 5 5 1 ,5 0 8  555 936 678
Total Value $ 3 2 4 ,9 9 6  46 $ 3 3 4 ,3 6 4  62 $ 4 7 ,7 3 8  42 $ 1 9 4 ,4 7 5  76 $ 4 5 ,7 0 2  54
Date Book
Date of Inventory R eco rd s R eceived
"D " S tre e t, South Boston F eb. 11, 1954 M ar. 8, 1954
T ra ffic  Shop, Roxbury F eb. 11, 1954 M ar. 8, 1954
B everly F e b . 1, 1954 F eb. 24, 1954
Taunton Feb. 1, 1954 F eb. 24 , 1954
Middleboro F e b . 1, 1954 F e b . 24, 1954
P rev iou s audit rep o rts  have com m ented that no contro l account is  being c a rr ie d  in
the gen era l led ger for m a ter ia ls  and supplies kept in the storero o m s m aintained in the 
40 lo ca lit ie s . The absen ce of such an account defeats the m ain purpose of a s to re s  
inven tories sy stem , and m inim izes the value of the inform ation obtained from  its  o p era ­
tion. It is  th erefo re  again suggested that such a control account be installed .
Attention is  called  to the fact that the D epartm ent re co rd s as of D ecem ber 31, 1953 
indicated a total value of $ 2 ,0 2 6 , 956. 71 for the 9 ,0 6 2  item s c a rrie d  in the inven tories of 
a ll the 40 sto rero o m s m aintained by th is D epartm ent.
As an indication of the lack  of proper contro l of the inventory re co rd s as they are  
p resen tly  constituted, it was noted that item s of substan tia l value w ere actually  on hand 
at the W ellesley  w arehouse yet the re co rd s indicated they w ere purportedly on hand at 
the D S tree t w arehouse in South Boston . In th is  connection the following copy of a le tte r  
is  shown:
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COPY
THE COMMONWEALTH OF MASSACHUSETTS 
IN T E R -O F FIC E  CORRESPONDENCE D EPARTM ENT OF PU BLIC WORKS
F ro m : M aintenance O ffice
Attention of: S tores Section M arch 11, 1954
Su bject: M ateria ls  Stored at W ellesley
On hand at the new W ellesley  Depot a re  the following m a teria ls  that have been 
rece iv ed  on rep o rts  at the D S tree t W arehouse and a re  ca rr ie d  on th eir inventory:
8 .0 0 0  G als, of G asoline
4 .0 0 0  "  ” D iesel Oil
1 ,8 0 0  ” "  K erosene
1 6 ,000  "  ” #5 Fuel Oil
This m ateria l was delivered as soon as the tanks w ere placed in the ground, then 
capped and covered. The tanks w ill rem ain  covered until the w arehouse from  D Stree t, 
South Boston m oves to the Depot.
This was done to allow the tanks to se ttle  into position.
Yours truly 
Engineer in Charge
Accounts R eceiv ab le : The active accounts rece iv ab le  balance on Jan uary 4, 1954 
totaled $ 7 3 2 ,0 6 6 .0 4  of which $ 7 0 3 ,0 8 9 .8 4  was due from  the Fed eral Governm ent. This 
account also  included accounts aggregating $ 1 ,4 3 2 .0 0  which rep resen t a ltern ative charges 
in ca se s  where re im bu rsem ent is sought for dam ages to highways, brid ges and guard 
ra ils .  When either party pays the amount b illed , the a ltern ative charge is  canceled .
The suspense accounts rece iv ab le  balance on the sam e date totaled $ 6 8 ,2 8 9 .3 4  and 
supposedly rep rese n ts  those accounts turned over to the Attorney G en eral’ s  department 
for co llection , e tc . Included in th is amount is  the sum of $ 6 ,3 1 7 .8 9  representing a lte r ­
native ch arges.
The suspense accounts rece iv ab le  w ere checked with the reco rd s of the Attorney 
G en era l's  department and it was noted that 40 of the accounts could not be located in that 
agency.
It was noted that th ere had been rece iv ed  from  the Attorney G en eral in Septem ber 
1953, authorizations for the cancellation  of nine accounts which w ere among the 40 not 
located. These authorizations, however, had been filed  in e r ro r  before the n ecessa ry  
book en tr ies  w ere made. It is  understood that the n ecessa ry  en tr ies  for th ese and one 
a ltern ate  account, totaling $ 2 8 8 .6 4 , w ill be effected  on M arch 31, 1954.
It was fu rther noted that a le tte r  dated M arch 15, 1954 was rece iv ed  from  the 
Attorney G eneral indicating a settlem en t of an account for $ 4 1 .0 0  and authorized the can ­
cellation  of the balance of the o rig in al charge which had been $ 8 2 .0 0 .
A lis t  of the rem aining 29 accounts was given the Departm ent of Public W orks who 
resubm itted them to the Attorney G eneral under date of M arch 25, 1954. The active 
accounts rece iv ab le  includes one old account totaling $ 3 ,0 7 7 . 93 due from  the Outdoor 
Advertising Authority sin ce 1946 and 1947. It would appear that som e disposition could 
be made of this account.
It was also  noted that cred it balances totaling $ 3 5 4 .0 0  are  included with the active 
accounts rece iv ab le  as of the date of audit. The balances generally  re p resen t part pay­
m ents of accounts which a re  listed  with the suspense accounts rece iv ab le .
It is  again suggested that the accounts be properly credited .
It is  fu rther recom m ended that the B u sin ess Agent obtain advice from  the Attorney 
G eneral re la tiv e to the disposition of certain  of the accounts ca rr ie d  in the suspense 
accounts rece iv ab le  tr ia l  balance. Several of these accounts are  legally  outlawed as to 
tim e for co llectio n , and it also  appears doubtful that the m ajor part of the total of 
$ 6 8 ,2 8 9 .3 4  can ev er be co llected .
M iscellaneous Incom e: During the audit period $ 2 ,3 3 4 .7 1  was cred ited  to this 
account as follow s:
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Ju ry  Duty -  Refunds 
W itness F e es  -  Refunds 
Calculating Machine and Adding Machine 
Stolen -  Paid for by the C ontractor 
B e rg e r T ran sit Stolen - Paid for by the 
Insurance Company
$ 1 ,1 9 1  84 
226 30
698 12
218 45 
$ 2 ,3 3 4  71
M issing C ertified  C hecks: It was noted that four autom obiles form erly  owned by 
this department w ere sold by the State Purchasing Agent a fter having been declared 
surplus in a le tte r  from  this departm ent. These autom obiles which w ere two 1948 and 
two 1952 Ford coaches w ere sold to the two highest bidders of reco rd  -  a total of 
$ 2 ,0 4 3 .0 0 , $ 4 1 8 .0 0  for the older m odels and $1, 62 5 .0 0  for the la te r m odels, was 
receiv ed .
C ertified  checks were sent to the Departm ent by the State Purchasing Agent, and 
were forwarded to the office  of the Bu siness Agent. They w ere returned to the Deputy 
C om m issioner of th is Departm ent on D ecem ber 28, 1953 pending approval by the Com­
m issio n e rs  of the transaction  at a Board m eeting. These checks were found to be on 
hand on the initial date of this audit in the assistan t chief en gin eer's  section .
This transaction  was subsequently approved by a vote of the Board at its  meeting 
Febru ary  16, 1954. However, on that date it was understood that the certified  checks 
which had been available could not be located and had apparently been m islaid . A ccord­
ingly no entry for th is transaction  had been made in the cash  book of the Department to 
M arch 25, 1954.
It is  suggested that without question better control should be ex e rc ised  in the handl­
ing of State cash. If the checks are  not located within a reasonable tim e, it is  suggested 
that steps be taken to obtain duplicate item s.
Bid and Specification  D eposits - Cash on Hand: A personal check for $2 0 .0 0  was 
included with th is cash  on hand on the date of audit. It is  suggested that the cashing of 
such checks from  th is account be discontinued.
Standard Specifications for Highways and B rid g es: It was noted that at a m eeting of 
the Board which was held on O ctober 27, 1953 it was voted that a charge of $ 3 .0 0  per 
volume be made when such sp ecification s are  sold to private individuals. A previous 
charge of $ 2 .0 0  per volume had been made for such item s.
O vertim e: A recapitulation of overtim e rep orts made to the State Person n el Divi­
sion for the months of January 1953 through D ecem ber 1953 follow s:
Section C lassified Labor Total
Secretary $ 3 ,8 8 1 3 5 - $ 3 ,8 8 1 3 5
P ersonnel 5, 996 81 - 5, 996 81
B u sin ess Agent 73 ,5 2 3  15 - 73, 523 15
Chief Engineer 5 ,1 1 0  70 - 5, 110 70
Blueprint 10 ,4 8 9  84 " 10 ,4 8 9  84
Survey 7 9 ,2 5 4  93 - 7 9 ,2 5 4  93
P ro je c ts 6 4 ,4 2 6  65 - 6 4 ,4 2 6  65
Bridge 2 0 ,8 1 9  43 - 2 0 ,8 1 9  43
Construction 57 ,031  71 " 57 ,031  71
Maintenance 6 ,0 5 9  92 $ 346 73 6 ,4 0 6  65
T ra ffic  - Highway Plan 2 3 ,8 7 4  00 - 2 3 ,8 7 4  00
Laboratory 14 ,677  94 14,677 94
Right of Way 6 ,8 0 6  95 - 6 ,8 0 6  95
D is tr ic ts  1 - 7 32 5 ,5 4 8  33 131 ,502  00 4 5 7 ,0 5 0  33
W aterways 13 ,476  68 512 37 13 ,9 8 9  05
G arage 11 ,1 5 0  84 27, 863 74 3 9 ,0 1 4  58
T ra ffic  Shop 6 ,7 1 3  64 6 ,3 8 5  91 13 ,099  55
D is tr ic ts  1 - 7  (Snow Rem oval) 109 ,762  99 290 ,443  14 4 0 0 ,2 0 6  13
C om m issioners 785 03 - 785 03
Specifications 5 ,0 2 8  55 - 5 ,0 2 8  55
Building Maintenance 1 ,457  09 4 , 987 03 6 ,4 4 4  12
Publicity 856 03 - 856 03
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Rudeets $ 160 87 $ 160 87
$ 846,853 43 $'462,040 52 $ 1, 308, 534~55
Pay R o lls : The te st check of pay ro lls  included re fe re n ce s  to endorsem ents by 
various em ployees on canceled  checks and also  a com parison of the sign atu res with 
em ployees' sign atu res appearing on Withholding Tax ca rd s . Several of th ese checks 
w ere found to have been cashed without endorsem ent and many of the Withholding Tax 
card s were found to be lacking the signature of the resp ectiv e  em ployees.
As th is Departm ent pays for a check cashing s e rv ic e , it would appear that the 
proper procedure would certa in ly  include scru tiny of a ll checks for proper endorsem ents. 
It is  fu rth er suggested that the requ ired  sign atu res be obtained on all Withholding Tax 
ca rd s .
C lassified  Pay R o ll: A tabulation of c la ss ifie d  pay ro ll for the week ending 
Jan uary 16, 1954 rece iv ed  from  the pay ro ll o ffice  of the D epartm ent, indicated a total 
of 2 ,3 6 5  em ployees of which 1 ,4 0 3  w ere of a perm anent sta tu s, 920 tem porary and 42 
em ergency.
Advances to Em ployees: V erification  n otices w ere m ailed to those individuals 
who appeared in the reco rd s as having balances of advance money fo r tra v e l and other 
exp enses. In this connection, no re p lie s  were rece iv ed  from  19 persons with a to tal of 
$1 , 8 1 8 .0 1  outstanding as of the date of audit.
On June 30, 1953 th ere was a to tal of $ 4 ,8 3 5 .7 5  of outstanding advance money of 
which $ 2 ,2 7 0 . 46 represented  weekly vacation pay ro ll advances and $2, 565. 29 re p re ­
sented unpaid tra v e l advances. These amounts w ere finally c lea red , with the exception 
of $ 2 5 .8 6  due from  a fo rm er em ployee, although many of the advances w ere not 
returned until long after the end of the f is c a l  y e a r . It is  suggested that som e a rra n g e­
ment be made so that advance m onies w ill be c leared  at the end of the f isc a l year.
Land Damage C ases and A llotm ents: The following statem ent re p rese n ts  a com ­
parative sum m ary of the tran saction s and allotm ents in th is connection for the five y e a rs  
ended June 30 , 1953 as shown by the re co rd s in the Right of Way Section of th is  D epart­
m ent:
F is c a l  Y ear Number of C ities or Number of Land
Ended P ro je c ts Towns Damage C ases Allotm ents
June 30, 1949 33 27 258 $ 2 ,6 4 3 ,7 8 5  00
June 30, 1950 79 58 1 ,015 8 ,8 2 7 ,0 7 0  00
June 30, 1951 70 60 1 ,2 4 9 1 4 ,9 5 2 ,2 1 0  00
June 30, 1952 65 64 887 5 ,2 9 3 ,5 0 9  00
June 30, 1953 67 48 943 2 ,9 7 5 ,5 6 5  00
The following statem ent rep rese n ts  the am ounts, e t c . , of land damage ca s e s  settled  
during the four y ears ended D ecem ber 31, 1953, as shown by the re co rd s in the Right of 
Way Section of th is D epartm ent:
F is c a l  Y ear Number of Amount Right of Way
Ended C ases Settled Settled A ppraisal Total
D ecem ber 31, 1950 783 $ 2 ,8 1 4 ,4 5 1  93 $ 2 ,9 0 3 ,8 0 7  50
D ecem ber 31, 1951 817 3 ,0 6 1 ,6 6 8  13 2 ,7 9 0 ,4 1 2  10
D ecem ber 31, 1952 607 3 ,6 3 0 ,9 5 1  41 3 ,2 7 9 ,4 9 2  00
D ecem ber 31, 1953 829 8 ,0 4 1 ,1 5 9  00 6 ,8 6 3 ,9 3 0  00
Land Takings: When the Departm ent of Public W orks decides to take land by Right 
of Em inent Domain a so -ca lle d  "layou t" is  prepared which ind icates those p a rce ls  of 
land which a re  to be taken together with the resp ectiv e  ow ners. Subsequently a re p re ­
sentative of the Departm ent of Public W orks negotiates with the ow ners of the property 
re la tiv e  to making a settlem en t. When an agreem ent is  reached , an O ffer of Settlem ent 
is  signed by the owner, which is  then given to a re a l esta te  conveyancer who is  under 
con tract to th is Departm ent for purposes of title  exam ination, e tc . At le a s t two m em bers 
of the Board of C om m ission ers m ust also  approve the tran saction  before it is  subm itted 
to the O ffice of the Attorney G eneral for approval. In the event that no agreem ent 
appears p o ssib le , a ll data re la tiv e  to the ca se  is  im m ediately subm itted to the Attorney
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G en eral for w hatever legal action  Is  w arranted .
R ea l E s ta te  Review  B oard : T h is board w as authorized by Statute 1952, Chapter 
556, Section 6, P aragraph 2, which paragraph read s as follow s:
"T h e re  is  hereby crea ted  within the departm ent of public w orks a 
re a l  esta te  review  board consisting of five m em b ers, to be appointed 
by the com m ission er from  m em bers of the Boston R ea l E s ta te  Board , 
from  resid en t M assach u setts m em bers of the A m erican  Institu te of 
R ea l E s ta te  A p p ra isers , from  m em bers of the M assach u setts Board 
of R eal E sta te  A p p raisers o r from  m em bers of the M assach u setts 
R ea l E sta te  A ssociation . A ll vacan cies in said  board sh all be filled  
by said  com m ission er from  a l is t  of five nam es subm itted by the 
Boston R eal E s ta te  Board and five nam es subm itted by the M assa ­
chu setts R eal E s ta te  A ssociation . Said departm ent sh all fix  the com ­
pensation of the m em bers of said  re a l esta te  review  b o a rd ."
The m inutes of the board m eeting of November 4 , 1952 s ta te s  that the C om m issioner 
appointed to th is  board the following five m em b ers:
A rthur P . W ilcox 
Roy E . Connor 
A lfred H. Dolben 
C arleton  Hunneman 
H. Kingsley Durant
It was noted that s ix  co n tracts  have been made with the foregoing p erson s.
The f i r s t  co n tract -  No. 4923 -  dated August 3, 1951 with said  persons as jo int 
ven tu rers to exam ine and review  ap p raisa ls  of prop erty, contract to be com pleted 
O ctober 31 , 1951. However, on O ctober 2 , 1951 by vote of the C om m ission ers it was 
extended to June 30 , 1952. T h is con tract provided fo r payment to each  of the jo int 
ven tu rers of $ 1 2 5 .0 0  a day fo r each  day worked and if  only part of a day was worked 
payment was to be p rorated . Under th is con tract a  to ta l of $ 5 ,4 3 7 . 50 was paid to the 
jo in t v en tu rers.
The second co n tract -  No. 5138 -  dated Ju ly 1, 1952 to be com pleted D ecem ber 31 ,
1952 contained the sam e provisions and rate  of payment as the f ir s t  co n tract. Under 
th is  co n tract a to tal of $ 8 ,4 3 7 . 50 was paid to the jo in t ven tu rers.
Two co n tracts  w ere a lso  made covering the period from  Jan u ary 1, 1953 to June 30,
1953 containing the sam e provisions and ra te  of payment. One of th ese -  No. 5298 - 
re la ted  to work in connection with G en eral Law s, Chapter 79 and the oth er -  No. 5299 
re la ted  to w ork authorized by Statute 1952, Chapter 566.
It was noted that two co n trac ts  had been awarded to th is group during the audit period.
C on tract No. 5435 was awarded August 5, 1953 for the period from  Ju ly  1, 1953 to 
D ecem ber 31 , 1953, and con tract No. 5576 was awarded fo r the period from  Jan uary 1,
1954 to June 30 , 1954. The sam e daily ra te  was indicated in both co n tra c ts .
F ir s t  Bond Issu e  of $ 1 0 0 ,0 0 0 ,0 0 0 .0 0  for an A ccelerated  Highway P ro g ram :
Chapter 306 of the A cts of 1949 which becam e effectiv e May 18, 1949, provided for a bond 
issu e of $100, 0 0 0 ,0 0 0 .0 0 . Of th is amount, $ 9 2 ,0 0 0 ,0 0 0 .0 0  was made available to the 
D epartm ent of P ublic W orks and $ 8 ,0 0 0 , 000. 00 was made available to the M etropolitan 
D is tr ic t C om m ission .
The amount made available for th is D epartm ent was a llocated  by said  Chapter 306, 
as follow s:
Section  5. $ 3 7 ,0 0 0 ,0 0 0 . 00 for p ro jec ts  to be constru cted  in the a re a  se t forth  in the 
"M a ste r  Highway Plan for the Boston M etropolitan A re a ".
Section 6. $ 5 3 ,0 0 0 ,0 0 0 .0 0  for p ro jec ts  to be constru cted  in the a re a  se t forth  in 
"T h e  Report on M assach u setts State Highway N eeds, E xclu siv e of M etropolitan B oston ", 
estab lish ed  and defined in Exhibit A of House Document No. 1767 (1948) and for tra ffic  
studies in the urban a re a s  and for studies to determ ine the feasib ility  of revenue produc­
ing fa c il it ie s . Not le s s  than $ 5 ,0 0 0 ,0 0 0 .0 0  of the to tal sum is  to be expended in each of 
the four following d is tr ic ts :
A rea 1. W est of the Connecticut R iver
A re a  2 . Betw een the Connecticut R iv er and e a s te r ly  boundary of 
W o rcester County
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A rea 3 . M iddlesex, E s se x , and Norfolk County, including 
Route 128
A rea 4 . B r is to l ,  Plymouth, B arn stab le , Dukes and Nantucket
Counties
Section 7. $ 2 ,0 0 0 ,0 0 0 .0 0  to be expended for tra ffic  safety  devices on State highways 
and on roads constructed under the provisions of Section 34 of Chapter 90 of the G eneral 
Laws.
Section 12. This section  provides that detailed p ro g ress  rep o rts  sh all be filed  with 
the G overnor and with the c le rk  of the House of R ep resen tatives on D ecem ber 31 , 1949, 
June 30 , 1950 and D ecem ber 31 , 1950, and a final rep ort on o r before  Ju ly  31, 1951 
re la tiv e  to a ll p ro jec ts  undertaken under the provisions of th is act.
Section 13. This section  provides that a ll con tracts  for p ro jec ts  authorized by this 
a ct sh all be entered into not la te r than June 30 , 1951.
In th is connection it was noted that to the date of th is audit, $ 1 0 0 ,0 0 0 ,0 0 0 .0 0  of the 
bonds authorized under th is statute had been issued.
The following is  a sum m ary of expenditures and encum brances incu rred  under th is 
act to D ecem ber 31 , 1953:
Expenditures
to
D ec. 31, 1953
Encum brances Total
Outstanding to
D ec. 31 , 1953 D ec. 31 , 1953
M etropolitan A rea 
Outside M etropolitan A rea 
T ra ffic  Safety
$ 2 9 ,2 7 7 ,4 8 0  53 
5 0 ,6 2 5 ,8 5 4  19 
1 ,9 8 4 ,0 0 9  21 
$ 8 1 ,8 8 7 ,3 4 3  93
$7 , 19 7 ,0 6 6  83 
1 ,9 8 9 ,2 4 9  47 
1, 918 71 
$ 9 ,1 8 8 ,2 3 5  01
$ 3 6 ,4 7 4 , 547 36 
5 2 ,6 1 5 , 103 66 
1 ,9 8 5 ,9 2 7  92 
$ 9 1 ,0 7 5 ,5 7 8  94
Second Bond Issue of $ 1 0 0 ,0 0 0 ,0 0 0 .0 0  for an A ccelerated  Highway P ro g ram :
Chapter 685 of the A cts of 1950 which becam e effectiv e July 31<, 1950 provided for a 
second bond issu e  of $ 1 0 0 ,0 0 0 ,0 0 0 .0 0 . Of th is  amount, $ 9 2 ,0 0 0 ,0 0 0 .0 0  was again av ail­
able to the Departm ent of P ublic W orks and $ 8 ,0 0 0 ,0 0 0 .0 0  was available to the M etro­
politan D is tr ic t Com m ission.
The amount made available to the D epartm ent of Public W orks was allocated  by the 
aforem entioned statute as follow s:
Section 4. $ 3 7 ,0 0 0 ,0 0 0 .0 0  for p ro jects  to be constructed in the a re a  set forth  in the 
"M a ster Highway Plan fo r the Boston M etropolitan A re a ".
Section 5. $ 5 4 ,0 0 0 ,0 0 0 .0 0  for p ro jec ts  to be constru cted  in the a re a  s e t forth  in 
"T h e R eport on M assachusetts State Highway N eeds, E xclu siv e of M etropolitan B oston ", 
establish ed  and defined in Exhibit A of House Document No. 1767 (1948) and for tra ffic  
studies in urban a re a s . Not le s s  than $ 8 ,0 0 0 ,0 0 0 . 00 of the total sum is  to be expended 
in each of the four following a re a s :
A rea 1. W est of the Connecticut R iver
A rea 2. Between the Connecticut R iver and e a sterly  boundary of 
W o rcester County
A rea 3. E s se x , M iddlesex and Norfolk Counties, including 
Route 128
A rea 4. B r is to l , Plymouth, B arn stab le , Dukes and Nantucket 
Counties
Also from  the to tal amount, the Departm ent of P ublic W orks may expend from  the 
to tal amount $ 5 4 ,0 0 0 ,0 0 0 .0 0  an amount not to exceed $ 1 ,0 0 0 ,0 0 0 .0 0  in a re a s  outside 
M etropolitan Boston for resu rfacin g  existing highways.
Section 6. $ 1 ,0 0 0 ,0 0 0 .0 0  to be expended for tra ffic  safety  d evices on State highways 
and roads constructed under the provisions of Section 34 of Chapter 90 of the G eneral 
Law s.
Section 11. This section  provides that detailed p ro g ress rep o rts  sh all be filed  with 
the G overnor and the C lerk  of the House of R ep resen tatives on D ecem ber 31 , 1950,
June 30 , 1951 and D ecem ber 31 , 1951, and a  final rep ort on o r before  Ju ly 31 , 1952 
re la tiv e  to a ll p ro jec ts  undertaken under the provisions of th is act.
Section 12. T his section  provides that a ll co n tracts  for p ro jec ts  authorized by th is 
a ct sh all be entered  into not la te r than June 30 , 1952.
In th is connection it was noted that $ 7 0 ,2 5 0 ,0 0 0 .0 0  of the bonds authorized under 
th is  statute had been issued to the date of audit.
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The following is  a sum m ary of the expenditures and encum brances incu rred  under 
th is  law to D ecem ber 31 , 1953:
Expenditures Encum brances Total
to Outstanding to
D ec, 31, 1953 D ec. 31, 1953 D ec. 31 , 1953
Outside M etropolitan A rea $ 4 7 ,5 0 2 ,4 0 4 66 $ 4 ,6 8 1 ,3 4 3 01 $ 5 2 ,1 8 3 ,7 4 7 67
Outside M etropolitan A rea,
889 ,4 4 0 73Resu rfacing 8 8 5 ,4 3 4 50 4 ,0 0 6 23
$ 4 8 ,3 8 7 ,8 3 9 16 $ 4 ,6 8 5 ,3 4 9 24 $ 5 3 ,0 7 3 ,1 8 8 40
M etropolitan A rea 1 0 ,6 3 9 ,0 3 8 76 2 2 ,6 1 0 ,4 7 8 06 3 3 ,2 4 9 ,5 1 6 82
T ra ffic  Safety D evices 88 4 ,8 1 5 63 2, 998 97 88 7 ,8 1 4 60
$ 5 9 ,9 1 1 ,6 9 3 55 $ 2 7 ,2 9 8 ,8 2 6 27 $ 8 7 ,2 1 0 ,5 1 9 82
Third Bond Issue for an A ccelerated  Highway P ro g ram : Chapter 556 of the Acts 
of 1952 effective so fa r as Sections 1 to 11 inclusive, on July 2 , 1952 and Sections 12,
13, 14, and 14A effectiv e on January 1, 1953 provided for a bond issu e of
$ 2 0 0 ,0 0 0 ,0 0 0 .0 0 . Of th is  amount, $ 1 8 4 ,0 0 0 ,0 0 0 .0 0  was available for th is Departm ent
and $ 1 6 ,0 0 0 ,0 0 0 .0 0  was available to the M etropolitan D is tr ic t Com m ission.
The amount made available to th is Departm ent was allocated  by said  Chapter 556 as 
follow s:
Section 4. $ 7 4 ,0 0 0 ,0 0 0 .0 0  for p ro jec ts  to be constru cted  in the a re a  set forth  in 
the "M a ster Highway Plan for the Boston M etropolitan A rea" as establish ed  and defined 
in Exhibit B  of House Document No. 1767 of the year 1948.
Section 5. $ 1 1 0 ,0 0 0 ,0 0 0 .0 0  for p ro jec ts  to be constructed in the a re a  se t forth  in 
"T h e Report on M assachusetts State Highway N eeds, E xclu siv e of M etropolitan Boston ", 
established  and defined in Exhibit A of House Document No. 1767 of the year 1948. Said 
Section 5 a llo ca tes the expenditures as follow s:
A rea 1. W est of the Connecticut R iv e r , not le s s  than $ 1 2 ,0 0 0 ,0 0 0 .0 0  
A rea 2. Between the Connecticut R iver and easterly  boundary of 
W o rcester County, not le s s  than $ 1 2 ,0 0 0 ,0 0 0 .0 0  
A rea 3. E s se x , M iddlesex and Norfolk Counties, including Route 128, 
not le ss  than $ 1 2 ,0 0 0 ,0 0 0 .0 0
A rea 4. B r is to l , Plymouth, B arn stab le , Dukes and Nantucket 
Counties, not le s s  than $ 1 2 ,0 0 0 ,0 0 0 .0 0
Section 10. This section  provides that detailed p rog ress report sh all be filed  with 
the Governor and the C lerk of the House of R ep resen tatives on D ecem ber 31, 1953, 
D ecem ber 31 , 1954, D ecem ber 31, 1955 and a final report on or before D ecem ber 31, 
1956 re la tiv e to a ll p ro jec ts  undertaken under the provisions of this act.
Section 11. This section  provides that a ll con tracts  for p ro jec ts  authorized by this 
act sh all be entered into not la ter than D ecem ber 31, 1956.
As of the date of audit none of the bonds authorized under th is statute had been 
issued.
A sum m ary of the expenditures and encum brances made and incu rred  under th is act 
to D ecem ber 31 , 1953 follow s:
M etropolitan A rea 
Outside M etropolitan A rea
Expenditures
to
Dec. 31 , 1953
$ 1 ,6 2 8 ,7 9 2  83 
1 5 ,8 1 0 ,0 3 8  64 
$ 1 7 ,4 3 8 ,8 3 1  47
Encum brances 
Outstanding 
Dec. 31, 1953
$ 1 ,9 7 0 ,7 6 4  27 
3 9 ,5 0 1 ,4 6 6  55 
$ 4 1 ,4 7 2 ,2 3 0  82
Total
to
Dec. 31, 1953
$ 3, 599 ,557  10 
5 5 ,3 1 1 , 505 19 
$ 5 8 ,9 1 1 ,0 6 2  29
Sale of Land and P rop erty : Previous audit rep orts have included com m ents re la t­
ing to a p a rce l of land on Nashua S tree t, Boston, which was sold on May 20, 1941 for 
$ 1 0 0 ,0 0 0 .0 0 . The term s of the agreem ent called  for a down payment of $6, 5 0 0 .0 0  and 
the balance to be paid in eleven equal payments of $8 , 500. 00 each with in terest at 4%. 
The down payment of $6 , 50 0 .0 0  was accordingly receiv ed  but no fu rther payments of 
principal or in terest have been receiv ed . A supplem ental agreem ent was reached by 
both p arties on November 16, 1943 which was approved by the Council on D ecem ber 27,
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1944. This la te r  agreem ent stated in part:
" .  . . That the fa r th er payments on the purchase p rice  of said  p rem ises 
as required by the te rm s of said agreem ent of May 20, 1941 sh all be 
suspended for the duration of the unlimited National Em ergency as 
d eclared  by the P resid en t of the United States on May 27, 1941 . . . "
At the Com m ission m eeting which was held on A pril 20, 1948, th is  m atter of the 
agreem ent was d iscussed , and it was voted to re fe r  the en tire m atter to the D irecto r of 
the D ivision of W aterways for study and a rep ort.
A rep ort on th is m atter was presented  at a m eeting of the Com m ission on Novem­
b e r 23, 1948, in which it was stated in part as follow s:
" .  . . On May 20, 1941 the D epartm ent agreed to se ll a part of the 
Nashua S tree t parking space to . . . fo r $ 1 0 0 ,0 0 0 .0 0 ; $6 , 5 0 0 .0 0  to be 
paid on delivery of the agreem ent and the balance in eleven equal annual 
installm ents startin g  with May 1, 1942, plus in terest at 4 per cent. He 
sta tes  that on November 16, 1943 th ere  was a supplem entary agreem ent 
which provided that fu rther payments beyond the $6 , 50 0 .0 0  down pay­
ment w ere suspended fo r the 'duration of the National E m ergency as 
declared  by the P resid en t of the United States on May 27, 1941 ', and the 
1941 agreem ent was suspended until that date, but provided 'th at if it 
appears to the Departm ent that the n e ce ssa ry  m a teria ls  for the con stru c­
tion of the building a re  available said departm ent sh all give notice to 
said  . . . that on a date named in said  notice said  agreem ent of May 20,
1941 sh all be in e f f e c t ' . "
It was thereupon voted by the C om m ission ers as follow s:
"T h at . . .  be notified that the agreem ent of May 20, 1941, sh all be in 
effect on January 2, 1949 under the above clau se of the supplem entary 
agreem ent of November 16, 1943, as confirm ed in the supplem entary 
agreem ent of O ctober 11, 1944, su b ject to the readjustm ent of the area  
to be sold in the agreem en ts of O ctober 11, 1944 and June 5, 1 9 4 5 ."
In accord an ce with the foregoing d irectiv e , the following le tte r  was sen t to the pur­
ch ase r by the S e cre ta ry  of the C om m ission:
November 23, 1948
D ear S ir :
This is  to inform  you that the agreem ent of May 20, 1941 between 
you and th is D epartm ent, on the m atter of the purchase of a portion of 
the Nashua S tree t parking sp ace, sh all be in e ffec t on Jan uary 2, 1949, 
under the clau se of the supplem entary agreem ent of November 16,
1943 -  'th at if it appears to the D epartm ent that the n ecessa ry  m a te r i­
a ls  for the construction of the building a re  available said  D epartm ent 
sh all give notice to said  . . . that on a date named in said  notice said  
agreem ent of May 20, 1941 sh all be in e ffec t . . . '  as confirm ed in 
the supplem entary agreem ent of O ctober 11, 1944, su b ject to the read ­
ju stm ent of the a re a  to be sold in the agreem en ts of O ctober 11, 1944 
and June 5, 1945. In the opinion of th is  Departm ent m a teria ls  for the 
construction  of the building a re  now available.
V ery truly yours,
Reg. M ail S e cre tary
D espite the foregoing, no fu rther payments have been re ce iv ed  to date of audit. In 
th is connection it was noted that the D epartm ent's f ile  on this case  was transm itted  to 
the Attorney G eneral on January 29, 1951 and was returned on D ecem ber 10, 1952 with­
out com m ent. It was understood that the D epartm ent is  now in the p ro cess  of review ing 
the whole m atter.
It was noted in th is connection that th ese recom m endations, in part, had been
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presented to the Board on June 2, 1953 as follow s:
"On May 15, 1953 notice of default was m ailed to each of the parties 
in in terest appearing on the re co rd s of the R eg istry  of D eeds, D. F . M . ,
M. A. R . , and F . E . H ., by re g iste red  m ail, return  re ce ip t requested, 
and a ll th ree re ce ip ts , dated May 19, 1953, a re  now in the Departm ent 
file s . It was recom m ended that, inasmuch as m ore than ten days had 
elapsed a fter rece ip t of the notice of default, and no payment had been 
rece iv ed , that the D epartm ent, acting for the Commonwealth, e lec t to 
trea t the agreem ent dated May 20, 1941 between the Departm ent and 
D. F . M. as void and of no fu rth er e ffec t, and that the payment of 
$6, 500. 00 be retained by the Commonwealth as liquidated dam ages for 
the breach  of the agreem ent, and that notice of the B o ard 's  action be 
sent to each of the th ree p arties in in t e r e s t ."
The recom m endation was approved by vote at the Board m eeting of June 2, 1953.
It was fu rther noted that an action for dam ages against the Commonwealth was 
brought to tr ia l  by a person alleging to be an assign ee of a ll the rig h ts, title  and in terest 
of the orig in al intended pu rchaser and resulted from  the fact that the Commonwealth was 
granted on A pril 18, 1950 a perm it to use the p rem ises as a parking lot. The finding 
was in favor of the Commonwealth and it would appear that th is ca se  is  now closed , un­
le ss  an appeal is  entered for tr ia l  in a higher court.
A perm it was issued effectiv e May 1, 1950 granting the use of the State parking lot 
diagonally a c ro ss  the s tre e t from  the Public W orks Building for the public parking of 
autom obiles during the hours 7 P. M. to 1 A. M. and a ll day Saturday, Sundays and 
Holidays. The perm it expired D ecem ber 31, 1950 and the tenant has sin ce been 
occupying the p rem ises as a ten an t-a t-w ill. It was understood that the a re a  provides 
space for parking approxim ately 300 c a rs .
Under the te rm s of the perm it the Commonwealth was to get 10% of the gross 
rece ip ts payable the f i r s t  day of each  calendar month beginning May 1, 1950, each pay­
ment to be accom panied by a sworn statem ent.
The perm it provided that the p erm ittee sh all keep accu ra te  reco rd s of operations in 
a m anner sa tisfa cto ry  to the D epartm ent, such reco rd s to be available for inspection by 
the Departm ent at a ll tim e s . In th is connection it was understood that the Department 
has not ex e rc ised  its  right of inspection.
The reco rd s in the Departm ent show that the following amounts have been rece iv ed .
F isc a l Y ear 1950 $ 15 00
F is c a l Y ear 1951 1®  ^ ®5
F is c a l Y ear 1952 353 70
F is c a l Y ear 1953 (July 1952 -  May 1953) 298 90
$855 45
It was noted that im provem ents w ere made to the parking lot, the contract for 
which was awarded in the amount of $ 1 9 ,7 1 1 . 50 and 16 bids w ere rece iv ed  for its  rental. 
The lease  was given to the highest bidder for $556. 00 per month.
Paym ents w ere made by the le sse e  for the months of November and D ecem ber 1953.
Survey by Accounting and Auditing F irm : It was noted that con tract No. 5360 was 
awarded by the C om m ission ers at a Board m eeting held on May 19, 1953 to a firm  to 
act as a consultant in a survey of the office  of the B u sin ess Agent of th is  D epartm ent, 
together with its  methods, proced ures, equipment, organization and operations with a 
view to establish in g a program  which w ill in crease  the effectiv en ess and economy of the 
o ffice , at a p rice  not to exceed $ 2 6 ,7 5 0 .0 0 .
On August 25, 1953 additional work was agreed to by the Board under that contract, 
in connection with the establishm ent of a budgetary control program for the current 
f is c a l y e a r , at an additional cost of $ 3 ,0 0 0 .0 0 .
Invoices totaling $29, 212. 50 were rece iv ed  from  th is firm . R ecord s maintained by 
the A dm inistrative A ssistant to the C om m issioner indicated that 253 5 /8  m an-days had 
been charged from  May 20, 1953 to D ecem ber 31, 1953, an average of $ 1 1 9 .0 0  per day.
Subsequently a second co n tract, No. 5487, was voted to th is firm  in the amount of 
$ 5 5 ,0 0 0 . 00 . This con tract specified  the following:
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"In consideration  of the payments h ere in after to be made to said . . .  
and . . .  by the Commonwealth of M assach u setts, said Consultant agrees 
to make a com plete and com prehensive study of the organization s tru c ­
tu re of the Departm ent of Public W orks, - including the D ivisions of 
Highways, W aterw ays, and Public B each es - and to subm it w ritten 
sp e cific  recom m endations and rep ort containing the findings of the study 
to the end that n on -essen tia l a ctiv itie s  may be elim inated, and such 
changes in esse n tia l proced ures as may expedite th eir effectiv e p erfo rm ­
ance may be put into e ffect, a ll as se t forth in proposal dated Septem ber 
1, 1953, except startin g  date, which sh all be O ctober 1, 1 9 5 3 ."
Invoices totaling $ 4 1 ,0 0 0 .0 0  had been rece iv ed  from  th is concern  to January 4, 1954. 
T h e re , apparently for som e reason , w ere no tim e reco rd s available within the D epart­
ment on this co n tract. Under the con tract payments w ere to be made as follow s:
Nov. 1, 1953 $ 1 1 ,0 0 0  00
Dec. 1, 1953 1 5 ,000  00
Jan . 1, 1954 15 ,0 0 0  00
Feb. 1, 1954 7 ,0 0 0  00
When final rep ort is  accepted by the Departm ent 7 ,0 0 0  00 
$ 5 5 ,0 0 0  00
It is  understood that additional work w ill be n ecessa ry  in ord er to properly im ple­
ment the findings and recom m endations of the study made by th is concern  which w ill cost, 
it is  estim ated , $32, 5 0 0 .0 0 . On th is b asis  the total co st of the two surveys w ill probably 
to tal $ 1 1 6 ,7 1 2 .5 0 .
In connection with this audit, requ ests w ere made for copies of re p o rts  to substani- 
ate the work perform ed under the co n tra c ts , but had not been supplied to the date of the 
com pletion of th is audit.
It would seem  employment of s e rv ic e s  of th is type b y -p ass existing sta tu tes, which 
place such re sp o n sib ilities  with the C om ptroller. In th is connection the following 
statutory c itation s a re  shown:
Chapter 7 - Section 16 of the G eneral Laws (Relating to duties of the State Comp­
tro lle r )  s ta te s :
"H e shall design and insta ll an accounting system  for the comm on­
wealth and p re scrib e  the requ isite  fo rm s and books of account to be used 
by each departm ent, o ffice , com m ission  and institution of the comm on­
wealth. No form  or book of account other than that p rescrib ed  as a fo r e ­
said  sh all be used without the approval of the co m p tro ller. He may 
re v ise  such fo rm s, books o r system  from  tim e to tim e. He sh all prepare 
and d istribute a book of instru ctions covering the use and application of 
said  accounting system  for the guidance of the various departm ents, 
o ff ice s , com m issions and institutions of the commonwealth. "
Chapter 7 - Section 17 of the G en eral Laws also  s ta te s :
"He sh all keep all general books of account and determ ine the extent 
and ch a ra cter of subsid iary accounts to be kept by a ll departm ents, o ff ice s , 
com m ission s and institutions of the commonwealth. He sh all have full 
authority to p re scrib e , regulate and make changes in the method of keeping 
and rendering accounts. He sh all estab lish  in each such departm ent, 
o ffice , com m ission  and institution a proper system  of accounts, which 
sh all be uniform , so far as is  p rac ticab le , and a proper system  of accou nt­
ing for s to r e s , supplies, m a teria ls  and products, and may provide, when 
he deem s it n ece ssa ry , for a continuing inventory th ereof. He sh all pro­
vide such safeguards and system s of checking as w ill en su re, so fa r as 
p o ssib le , the proper co llection  of a ll revenue due the commonwealth; and 
where he deem s it n ece ssa ry , sh all provide that form s and re ce ip ts  shall 
be numbered consecu tively, making each such departm ent, o ffice , co m m is­
sion o r institution responsib le for th eir use or c a n ce lla tio n ."
F e es  Paid to Consultants in Connection with D epartm ent P ublication s: The previous 
audit rep ort stated :
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"In fu rth er connection with the expenditures charged to the appropria­
tion account for ’ Highways Engineering and A dm inistration', for the 
period under audit it was noted that fe es  w ere also  paid to two consultants 
for s e rv ic e s  in connection with the compiling and indexing of re se a rch  and 
s ta tis tic a l data. This inform ation was assem bled for the Department in 
connection with its  proposed publication of a book to be entitled, ’ Laws 
Relating to the A dm inistration, D uties, Engineering and M aintenance Func­
tion s, P erson n el and Pow ers of the Departm ent of Public W ork s'.
"M ost of the data subm itted by the above consultants was compiled from  
the G eneral Laws and Special A cts of the Commonwealth of M assach u setts. 
The fees for this total $37, 6 0 0 .0 0  without taking into consideration the 
co st of printing which to date has not been approved by the C om m ission er. 
From  the foregoing it would appear that the publication of th is volume 
which would include sta tu tes, ru lings, and legal opinions alread y made 
available through authoritative so u rces apparently rep rese n ts  a duplication 
of inform ation available elsew here.
"A review  of the Budget R equests for the 1952 and 1953 f is c a l  y e a rs  
indicates that no provision was made fo r the publication of the proposed 
book or for any related  consu ltant's fe es  in the budget item , 'Highways 
Engineering and A dm inistration'. The following su m m arizes the fe es  
already paid to consultants in connection with th is publication:
Period Covered Rate Total Paym ents
Nov. 14, 1949 to June 30, 1950 $500 00 per month each $ 7 ,6 0 0  00
July 1 , 1950 to D ec. 31, 1950 500 00 per month each 6 ,0 0 0  00
Jan . 1, 1951 to June 30, 1951 500 00 per month each 6 ,0 0 0  00
July 1, 1951 to June 30, 1952 500 00 per month each 12 ,0 0 0  00
July 1, 1952 to D ec. 31, 1952 500 00 per month each 6 ,0 0 0  00
$ 3 7 ,6 0 0  00"
This compiled data is  being held in the S e cr e ta r y 's  sectio n . No fu rth er expenditure 
had been made, and apparently th ere w ill be no publication of the proposed book.
Damages Due from  C on tractor’ s  Surety Company: In th is  connection the previous 
audit report stated :
" I t  was noted that a con tract awarded on August 29, 1950 in the amount 
of $ 3 2 6 ,7 1 0 .7 5  for the recon struction  of a section  of State highway in the 
towns of Holden and Rutland to be com pleted by Septem ber 1, 1951 was 
abandoned on June 21, 1952 by the co n tracto r due to c ircu m stan ces beyond 
his contro l. The value of the work com pleted on the con tract totaled 
$ 2 3 9 ,1 6 1 . 80 leaving a balance of $87, 548. 95. Subsequently the Board on 
June 24, 1952 authorized the surety  on the bond for the contract to proceed 
with the com pletion of the previously abandoned contract.
"On August 5, 1952 the Board receiv ed  a rep ort from  an o ffic ia l of the 
Departm ent which stated , that p rior to the abandonment of the p ro ject the 
con tractor had com pleted a section  of macadam surfacing of approxim ately 
9, 500 feet in Holden and 750 feet in Rutland at a cost to the State of 
$ 2 2 ,0 9 7 .8 6 . This surfacing was subsequently found to be un satisfactory  
and unacceptable. To bring th is  section  of road into condition for accep t­
ance the Departm ent and the bonding company executed an agreem ent, 
effectiv e August 15, 1952, whereby the bonding company agreed to com ­
plete resu rfacin g  with a 1 1 /2  inch pavement of bituminous con cre te , 
which it is  estim ated  w ill cost approxim ately $ 2 0 ,0 0 0 .0 0 . It was also 
agreed that the Departm ent and the bonding company would each pay 50% 
of the cost.
"T h e reco rd s indicate that th is work was completed in A pril 1953 at a 
to tal co st of $ 2 0 ,1 9 1 . 80 of which $ 1 0 ,0 9 5 . 90 w ill be paid by the Departm ent.
It was also  understood that action w ill be taken against the bonding company 
upon the completion of the con tract to re co v er dam ages for unacceptable
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m acadam  surfacing fo r which the Commonwealth paid $ 2 2 ,0 9 7 .8 6 ."
It was noted that on the ce rtifica te  of com pletion the date of June 16, 1953 was indi­
cated . On November 19, 1953 a rep o rt to the Chief Engineer showed the an alysis of the 
liquidated dam ages as follow s:
E x tra  tim e of en g in eers, 5 due to delay 
State and private c a r  m ileage and m eals 
E x tra  tim e of tra ffic  men due to delay
$ 1 5 ,8 3 2  60 
2 ,2 3 1  94 
10 ,2 0 5  00 
$ 2 8 ,2 6 9  54
R eserv e  being held $ 1 8 ,5 9 6  03
It was fu rth er noted that the m inutes of the m eeting held D ecem ber 8, 1953 re ferred  
to the Holden - Rutland con tract No. 4624 as being com pleted by the P e e r le s s  Casualty 
Company, and it was voted that the work be approved as of June 16, 1953 and fu rther that 
the sum of $28, 269. 54 be a sse sse d  as liquidated dam ages on th is con tract.
C ontract - C ontract No. 5486: T h is contract was awarded for the construction of a 
parking a re a  on the N ortherly side of Nashua S tree t near the D epartm ent of Public 
W orks. The award was made Septem ber 22, 1953 in the amount of $ 1 9 ,7 1 1 . 50 with the 
com pletion date se t at O ctober 10, 1953. This con tract however had not been accepted 
as completed to the date of audit.
C ontract No. 5411: This con tract for the construction of a parking a re a  in the re a r  
of the Public W orks Building, 100 Nashua S tree t was awarded June 30 , 1953 at 
$ 2 0 ,0 3 9 . 29. The completion date had been stipulated at Septem ber 26, 1953, but a time 
extension had been granted to D ecem ber 10, 1953. Its  final co st had not been determ ined 
at the audit date.
C ontract No. 5338: F o r th is  con tract, bids w ere opened Jan u ary 6, 1953 for widen­
ing the s tre e t , constructing a w all, e t c . , in the re a r  of the State House Annex and the 
low est bid of record  was $ 5 1 ,1 8 3 .0 0 . At a board m eeting held Febru ary  3 , 1953 all bids 
w ere re jec te d  because the lowest bidder had not previously done any work for the depart­
ment and failed to prove that he had the n ecessa ry  qualifications to perform  the work.
In addition, unit bid p rices  subm itted by him w ere said to be irreg u la r and not consisten t 
with the D epartm ent's estim ates and prevailing p rice s .
The contract was read vertised  fo r bids on Febru ary 14, 1953 and then was awarded 
to the lowest bidder on M arch 10, 1953 at $54 , 956. 50 with a sp ecified  com pletion date of 
June 5, 1953. This date was extended to Ju ly  30 , 1953 when it  was accepted as 
com pleted. The to ta l value of the work done was $ 6 0 ,8 5 5 . 53 including e x tra  item s.
P urch ase of W hite R eflectin g Paint and C lear R eflectin g B ead s: At a m eeting of the 
Board O ctober 30, 1953, a recom m endation of the Chief Engineer to purchase paint and 
beads was approved by the C om m issioner and one A ssociate C om m ission er. The other 
A sso ciate  C om m issioner dissented. In th is connection the following excerp t from  the 
m inutes is  shown:
"A  m eeting of the C om m ission ers was held today, C om m issioner Volpe 
and A ssociate  C om m issioner Dole and M atera being presen t.
"A  rep ort from  the Chief Engineer, dated O ctober 26, was presented on 
the m atter of the twelve bids rece iv ed  by the P urchasing Agent on 
O ctober 6 on Requisition No. 0 2 -2228  for white reflectin g  paint and c lea r 
re flectin g  g lass  beads; the B altim ore P aint & Color W orks subm itting the 
lowest bid on both ite m s. It appears that based on the Pfund Cryptom eter 
apparatus having a wedge constant 0. 00035, which the L aboratory has had 
in its  p ossession  fo r at lea st twenty y e a rs , the gallon sam ple of paint 
subm itted by the B altim o re  Paint & Color W orks was re je c te d , as the 
highest reading obtained was around 550 square feet per gallon. It fu rther 
appears that at the requ est of the B altim ore Paint & Color W orks' re p re ­
sen tatives th eir appeal to recon sid er the findings based on th eir Pfund 
C ryptom eter, a modern B lack  and White Type, using a wedge constant
0 .0 0 0 2 , was accepted , and as a re su lt and rech eck  of th eir  previously
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subm itted sam ple of paint with the use of th eir  standard B lack  and White 
C ryptom eter, a Hiding Pow er g rea te r than 800 square feet per gallon 
was obtained. M r. Gray recom m ends, in view of the foregoing and 
because the sp ecification s did not sta te  any model or type of Pfund 
C ryptom eter that should be used in the determ ination of the Hiding Pow er, 
that recom m endation be made to the P urchasing Agent for the award of 
the 60 ,0 0 0  gallons of paint and the 18 0 ,0 0 0  pounds of beads to the 
B altim ore Paint & Color W orks.
"C om m ission er Volpe and A ssociate  C om m ission er Dole approved the 
Chief E n g in eer 's  recom m endation. A sso cia te  C om m issioner M atera 
d issented. (Mr. M atera  is  opposed to th is recom m endation because it 
does not provide the Departm ent with the fre e  d isp enser se rv ic e  which 
was form erly  supplied to it , and that the Departm ent w ill now incur fu rther 
expenditure to pu rchase, m aintain and se rv ice  the d isp en sers and requ ire 
additional personnel to handle it to the detrim ent of its  w ell-estab lish ed  
white line p ro g ra m .)"  Adjourned.
In connection with the foregoing, it was noted that ord er No. 305768 dated Novem­
b er 5, 1953 included the following:
60 ,0 0 0  g a ls , of P ain t, T ra ffic  White R eflectin g 
5 gal. can $ 1 .8 1 5
180 ,000  lb s. Beads, G la ss , C lear , R eflectin g - 
$ .0 6 7 5  
Net 30 days
The purchase of 63 d ispenser units at $145. 00 each was approved while th is audit 
was in p rog ress .
E x tra  W ork O rd ers: The following lis t  of approved e x tra  work o rd ers  resp ectiv ely  
amounting to $ 5 ,0 0 0 .0 0  or m ore w ere taken from  m inutes of Board m eetings during the 
period from  February 3 , 1953 through D ecem ber 31 , 1953:
$ 1 0 8 ,9 0 0  00
12 ,1 5 0  00 
$ 1 2 1 ,0 5 0  00
Approved at C ontract E x tra  Work Amount of
Board Meeting No. O rder No. E x tra  Approved
2 -3 -5 3 4979 4 $ 5 ,4 7 9  56
2 -1 1 -5 3 4515 9 8 1 ,5 0 0  00
2 -1 1 -5 3 4515 10 6 2 ,7 0 0  00
2 -1 1 -5 3 4515 11 1 5 ,2 4 0  00
2 -1 7 -5 3 5104 4 5 ,8 5 0  00
3 -4 -5 3 5104 5 7 ,5 1 1  50
3 -1 7 -5 3 4485 11 6 ,2 0 0  00
3 -1 7 -5 3 4477 43 11 ,9 2 9  38
4 -1 4 -5 3 5104 3 1 2 ,9 3 6  55
4 -1 4 -5 3 4980 4 9 ,8 0 0  00
4 -2 1 -5 3 4713 5 8 ,9 0 3  75
4 -2 8 -5 3 5320 1 7 ,3 7 9  40
5 -5 -5 3 5218 3 6 ,4 4 0  50
5 -5 -5 3 5182 1 6 ,9 4 5  00
5 -1 9 -5 3 5212 4 5, 600 00
5 -2 6 -5 3 5324 2 2 2 ,5 0 0  00
6 -9 -5 3 5103 3 92 ,0 9 3  00
6 -1 6 -5 3 4477 48 7 0 ,5 0 1  49
7 -7 -5 3 5094 1 15 ,0 0 0  00
7 -7 -5 3 5073 5 8 ,0 0 0  00
7 -2 2 -5 3 4920 5 9 ,1 5 0  00
8 -5 -5 3 4477 51 10 ,0 0 0  00
8 -2 0 -5 3 4713 8 2 7 ,0 0 0  00
8 -2 0 -5 3 5071 2 5 ,4 0 0  00
9 -1 -5 3 5295 7 5 ,7 5 0  00
9 -1 -5 3 5071 3 5, 132 90
9 -1 -5 3 4659 7 6, 500 00
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9 -2 2 -5 3 5059 9 $ 6 ,7 5 0  00
9 -2 2 -5 3 5102 4 9 ,5 7 4  00
9 -2 2 -5 3 5295 10 5 ,8 5 2  66
1 0 -6 -5 3 5091 3 12 ,3 2 8  00
11-5 -53 5071 4 3 2 ,8 0 0  00
1 1 -5 -5 3 5447 1 12, 538 00
1 1 -5 -5 3 5059 10 13 ,3 0 5  00
1 1 -5 -5 3 4477 55 14 ,3 0 2  65
11 -1 7 -5 3 4405 1 2 7 ,1 4 9  40
11-17 -53 5313 1 3 5 ,0 0 0  00
11 -2 5 -5 3 5450 1 6 ,6 5 6  00
12 -3 -5 3 4786 4 1 0 ,985  62
12-15 -53 5251 1 10, 500 00
Refund Due Departm ent
of of «
by a C on tractor: In this connection the previous report
"It  was noted that th ere was due the Departm ent the sum of $1 5 3 .0 9  
from  a co n tracto r who had subm itted in co rre c t insurance ra te s  on his 
invoice to the State for reim bu rsem en t of s a la r ie s  and expenses of 
T ra ffic  O ffice rs  employed in connection with con tract #4834 -  R ep airs 
to Cowles R iv er Bridge in the City of W estfield . It is  understood that 
the insurance ra te s  subm itted by the con tractor on this p ro ject w ere 
applicable to a previous construction  p ro jec t. The following schedule 
shows the subm itted and c o rre c t  insurance ra te s  applicable to the 
refund in question:
D escription Submitted R ate C o rrect Rate
W orkm en's Compensation 12.675%  11.304%
P ublic L iab ility  . 640% . 688%
E x cessiv e  R ate Paid
S a la rie s  Paid T ra ffic  O ffice rs  $11 , 57 1 .0 0  X 1.323%  _  $ 1 5 3 .0 9 "
E x cess iv e  Rate
1.371%
(■  048%) 
1.323% )
It was noted that a le tte r  was w ritten to the co n tracto r by an a sso c ia te  c iv il engineer 
of th is  D epartm ent requesting a check for the aforem entioned $153. 09. No payment is 
record ed  as having been rece iv ed  from  him nor was th ere  any re co rd  of fu rth er c o r r e ­
spondence in this m atter. The B u sin ess Agent of the Departm ent w rote to the con tractor 
on M arch 3 , 1954 while the audit was in p ro g ress requesting payment of th is amount.
C ontracts -  Survey P a r t ie s :  During th is audit period, fo rty -sev en  such con tracts  
w ere in operation. Of th is num ber, nineteen w ere for the s ix  months period from  
January 1, 1954 to June 30, 1954. These co n tracts  w ere at the ra te  of $ 8 0 .0 0  per day 
for a four-m an party, plus $ .0 7  per m ile for m ileage.
The previous audit rep ort mentioned the lack  of survey tim e re co rd s to be used for 
substantiating purposes by the D epartm ent. It was noted that th is m atter has sin ce  been 
co rre cte d . It was fu rth er noted in the previous audit rep ort that seven refunds totaling 
$ 8 1 6 .0 0  had been requested from  the co n tra c to rs . To date, two o f th ese refunds have 
not been rece iv ed , as follow s:
R . F . C. $ 72 00
N. E . S. S . , Inc. 144 00
Total $216 00
L e tte rs , however, were on file  from  both co n tra c to rs , and the f i r s t  declared  under 
pen alties of p erju ry  that the reco rd s w ere in e r r o r ,  and that the refund was not owed.
The second acknowledged that the amount was owed but to date the amount in question has 
not been rece iv ed . Steps should be taken to c o lle ct it.
C ontract No. 4477 - E x tra  W ork O rder No. 57: C ontract No. 4477 was awarded 
D ecem ber 30 , 1949 for the Boston -  Som erville  -  Sullivan Square p ro jec t. In th is  con­
nection the following figu res w ere taken from  e x tra  work ord er No. 57 which was dated 
June 15, 1953:
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Accepted Bid P r ice  
E stim ated  Total Cost of the Contract 
Total of E x tra  Work O rd ers P reviously 
Approved Nos. 1 - 5 6  Inclusive 
E x tra  W ork O rder No. 57 -  Approximate
$4, 133 ,550  00 
5 ,6 3 2 ,3 8 8  75
8 4 1 ,1 1 4  69 
1 95 ,794  32
The ex tra  work cla im  developed as the re su lt of certa in  expenses a risin g  from  the 
co llap se of a portion of the s te e l stru ctu re  of the viaduct and for the recon stru ction  of 
certa in  sectio n s and portions of the s te e l viaduct. The ex tra  was approved at a meeting 
of the C om m ission ers held on D ecem ber 15, 1953. An excerp t from  the m inutes of that 
m eeting of the C om m ission ers re latin g  to th is m atter follow s:
"A  rep ort from  the Chief Engineer, dated D ecem ber 11, was presented , 
with re feren ce  to the cla im  of M. DeMatteo Construction Company on th eir 
Boston -  Som erville  (Sullivan Square) con tract No. 4477. P a rt A of th is 
cla im  includes work between Bent 13 and the south end of the s te e l work.
P a rt B  of the cla im  includes the r e s t  of the work from  Bent 13 to the north 
end of the s te e l viaduct, and includes work n e ce ssa ry  on Bent 13 and the 
work on the ro ck e rs  and b o ls te rs  on Bent 11. In sum m ary, the Chief 
Engineer recom m ends that the Board authorize the issu an ce of an E x tra  
W ork O rder covering a ll checked and approved item s of work under P a rt B ; 
that the co n tra c to r 's  c la im  for payment fo r general adm inistration  and 
overhead in addition to that incu rred  by e x tra  work be denied; and that the 
c o n tra c to r 's  claim  for re im bu rsem en t under P a rt A be taken under 
advisem ent when fu rth er investigation can be made of the c ircu m stan ces  
surrounding the agreem ent between the con tractor and Thom as W o rcester 
Co.
"Voted, That the recom m endation o f the Chief En gin eer be approved ."
Attention is  d irected  to the fact that payment of th is "e x tr a "  has been withheld by the 
C om p tro ller's Bureau and it rem ain s unpaid as of the date of audit.
C ontract No. 4450 - C laim s for Additional S e rv ic e s : It was noted that a c la im  was 
filed  with th is Departm ent for $132, 285. 64 for additional consultants' s e r v ic e s  on 
Contract No. 4450. This m atter has been re fe rre d  to the Attorney G eneral fo r his 
opinion. In this connection the following tra n scr ip t from  the m inutes of the Board m e e t­
ing held on February 16, 1954 was noted:
"A rep ort from  P ro je c t  Engineer Delano, dated Febru ary  15, approved 
by the Chief E n gin eer, was presen ted . In his rep ort M r. Delano sta tes  
that in connection with con tract No. 4450 the consu ltants, C h arles A. 
Maguire & A sso cia tes and Fay , Spofford and Thorndike, have perform ed 
additional s e r v ic e s  as listed  below, with amounts incu rred :
1. Study of A tlantic Ave. -  C om m erical St. Route $ 1, 532 30
2. E stim ate of C r it ica l M ateria ls  2, 968 06
3. Studies r e . fireproofing certa in  buildings 2 ,2 4 2  98
4. R evision  of C ontract " C " , e tc . 3 6 ,0 7 7  20
5. R evision of plans to save Bram an-D ow  Building 1, 596 18
$ 4 4 ,4 1 6  72
"He s ta te s  that as the work for a ll of the above item s, except Item  5, 
was authorized verbally , it now appears that the Attorney G en eral is  of 
the opinion that w ritten authorization must e x is t before  payments can be 
made to the consultants. In ord er to estab lish  w ritten authorization for 
the f ir s t  four item s as listed  above, he subm its le tte rs  which have been 
prepared giving dates when verbal ord ers  w ere issued. He s ta te s  that 
authorization for work under Item 5 was covered in the Department 
S e cr e ta r y 's  le tte r  of June 20 , 1950, but that it now seem s d esirab le  to 
outline the method of payment in a le tte r , which he subm its.
"V oted, That the five le tte rs  subm itted be approved and that the A ct­
ing C om m issioner be authorized to sign s a m e ."
120 P .D . 6
C ontract Award Rescinded: Attention is  d irected  to the fact that bids w ere opened 
on Septem ber 29, 1953 for the construction  of a M aintenance Depot on W ater S tree t, 
Boston . On November 3, 1953 a con tract was awarded to the low est bidder of 15 bidders 
in the amount of $159, 9 0 0 .0 0 . However, the m inutes of the Board  m eeting of D ecem ber 
1, 1953 ind icates that it was voted to accept the recom m endation of the Chief Engineer 
of the D epartm ent to rescin d  th is con tract and r e je c t  a ll bids. In th is  connection the 
m inutes of that m eeting indicate that the Attorney G en eral was unwilling to issu e  a 
form al opinion that 1952 Bond Issue Funds may be used for th is  p ro je c t, and fu rth er that 
the C o m p tro lle r's  Bureau has indicated it w ill not approve payments from  th ese funds 
for the construction  of th is p ro jec t without such a form al favorable opinion.
A rch itectu ra l and Engineering Advisory B o ard : It was noted that an advisory board 
has been estab lish ed  to review  fe es  for design and consulting engineering s e r v ic e s , and 
to recom m end aw ards. This board recom m ended awards to th ree firm s  for the follow ­
ing p ro je c ts :
Salem  Grade C rossing 
M ansfield Grade C rossing 
Plym outh-Bourne
During th is audit period eleven co n tracts  with construction  c o sts  of approxim ately 
$ 4 0 ,0 0 0 ,0 0 0 .0 0  have been awarded to a rch ite c ts  and en gin eers.
M assach u setts Turnpike Authority: The reco rd s of the Board m eeting held on 
O ctober 27, 1953 indicated that it was voted to approve under Section 6 of Chapter 354 of 
the A cts of 1952, the requ est that th is D epartm ent incorporate into the M assach u setts 
Turnpike Authority the following th ree p artia lly  com pleted State Highways:
Location
Chicopee and Ludlow 
W est Stockbridge and Stockbridge 
W est Springfield and Chicopee 
Total
Amount Under 
C ontract No. Award
5091 $ 1 ,0 4 5 ,2 0 8  60
5074 2 ,2 0 8 , 193 00
5069 1 ,7 7 6 ,6 9 9  20
$ 5 ,0 3 0 , 100 80
In th is connection a le tte r  from  the Turnpike Authority dated D ecem ber 22 , 1953 
s ta te s  in p art:
"T h e amount of the re im bu rsem en t to the Commonwealth by the 
Authority w ill be determ ined as provided in Section 6 - . "
Section 6 of Chapter 354 of the A cts of 1952, however, s ta te s  that th e :-
. .  the actual co st th ereo f sh all be re im bu rsed  to the Commonwealth 
to the cred it of the Highway Fund from  the proceeds of its  Turnpike 
Revenue B o n d s ."
It was fu rth er noted at the board m eeting of Ju ly  14, 1953 that it  was voted to pay the 
consultant under C ontract No. 5067 the amount of $ 1 0 ,7 9 4 . 64. This consu ltan t's se rv ic e s  
w ere re la ted  to the plans, sp ecificatio n s and estim ates  for the so -ca lle d  Springfield 
B y -p a ss , re location  of Route 20 , from  W est Springfield to P a lm er. It appears, however, 
that the Turnpike Authority designated th is b y -p ass as a part of the to ll road . It was 
noted that when it was it was voted to pay th is  b ill, it was stipulated that:
"T h e Turnpike Authority w ill eventually re im b u rse the Commonwealth 
fo r the co st of this work. "
D ivision of B e a ch es : A D ivision of B each es was created  within th is Departm ent by 
Chapter 666 of the A cts of 1953 which took e ffect upon its  passage Ju ly  3 , 1953. This 
statute included the tra n s fe r  of control of the Salisbury Beach R eservation .
To the date of audit, however, no incom e from  th is  sou rce was entered on the D epart­
m en t's  re co rd s . It is  understood, however, that such incom e from  Ju ly  3 , 1953 to the 
end of the sum m er season was handled by the Departm ent of N atural R eso u rces  through 
its  D ivision of F o re s ts  and P a rk s .
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Chapter 673 of the A cts of 1953 which a lso  becam e effectiv e on Ju ly 3 , 1953 provided 
for the erection  and m aintenance of certa in  re crea tio n a l fa c ilit ie s  in the Salisbury Beach  
R eservation  to cost in the aggregate not m ore than $ 9 0 0 ,0 0 0 .0 0 . A bond issu e of 
$ 1 ,0 0 0 ,0 0 0 .0 0  by the State T re a su re r  upon the requ est of the Governor and Council is 
provided to m eet the expenditures n ecessa ry  to c a rry  out the provisions of th is act.
It was also  provided that from  the proceeds of the sa le  of bonds th ere  sh all be set 
aside the sum of $ 1 0 0 ,0 0 0 .0 0  as a re se rv e  fund to pay charges for in terest and a m o rtiza ­
tion until the earnings from  the recrea tio n a l fa c ilit ie s  sh all be sufficient to pay said 
ch arg es, and any balance rem aining in the re se rv e  fund sh all be applied to the payment 
of the m aturity  of said  bonds.
Appropriations for this purpose in the 1954 f is c a l  year w ere as follow s:
A dm inistration $ 1 0 ,0 0 0  00
Salisbury B each  R eserv ation :
Bathhouse, Parking A rea , e tc . 90 0 ,0 0 0  00
M aintenance 9 0 , 6 4 4  0 0
$1, 000, 644 00
T ra n s its : Confirm ation n otices w ere m ailed to those em ployees of th is Departm ent 
who w ere charged with having tra n s its  in th eir custody. Of th ese , tw elve w ere not 
returned despite second v erificatio n  n otices being m ailed out, th erefore  it appears that 
this number seem s to be unaccounted for.
O ffice Equipment Stolen in the F ie ld : It was learned that a Monroe calcu lating 
m achine was apparently stolen  from  the Survey F ield  O ffice in Westwood on June 30,
1953. It was thereupon voted at a Board m eeting to rem ove th is m achine from  the s to r e ­
room re co rd s.
It was fu rth er noted that an e le c tr ic  adding m achine and a calcu lating m achine w ere 
stolen  from  the F ield  O ffice at 50 Nashua S tree t. In th is ca se , however, the contractor 
reim bu rsed  th is  Departm ent in the amount of $698. 12 for them .
Engineering Equipment W ritten Off: Equipment which could not be accounted for 
was listed  in a rep ort made by the Chief Engineer presented at the Board m eeting of 
O ctober 19, 1953, with a recom m endation that the item s be rem oved, without charge, 
from  the reco rd s of the se v era l en gin eers. Of the fifty -fou r individuals appearing on 
this l is t ,  th irty -th ree  had term inated  th eir employment with the D epartm ent. It is 
believed that resp on sib ility  for the equipment should rem ain  with the engineer receiv ing 
it and it is  suggested that henceforth the re co rd s of the engineers should be checked for 
equipment, e t c . , charged to them p rio r to the term ination  of th eir s e r v ic e s .
Division of W aterways
Accounting T ra n s fe r : A memorandum from  the adm inistrative assista n t to the 
C om m issioner dated August 3 , 1953 indicated that instruction had been given to the 
assista n t bu sin ess agent to proceed im m ediately with the absorption of the W aterways 
accounting by the B u sin ess Agent Section with no tra n s fe r  of personnel included.
Such tra n s fe r  had not been completed to the date of audit, and the reco rd s of the 
Division of W aterw ays w ere not cu rren t at that tim e. D ifficulty a lso  was encountered in 
making the reco n cilia tio n s of cash , advance money, and accounts rece iv ab le . A general 
ledger has never been put into operation in th is  D ivision, and the lack  of general ledger 
control accounts has sev ere ly  hampered the exam ination of th ese accounts.
At the date of audit a balance of $391. 15 was s t il l  open on the 1953 f is c a l  year 
advance, and this item  was not cleared  until Febru ary  1954. As of June 30 , 1953 there 
was $ 8 ,6 2 5 .4 2  of 1953 advance money outstanding of which $ 8 ,2 3 4 .2 7  was cleared  
between Ju ly  1, 1953 and November 19, 1953 with the cash  book being held open until the 
la tter date.
Local cash  d isbu rsem ents from  advance money w ere not entered in the cash  book 
and se v era l other en tries w ere om itted from  both sides of the cash  book. It was also  
noted that vouchers received  from  the telephone company with pay station com m issions 
w ere m issing for the en tire  audit period.
Accounts R eceivable -  Charges Not E n tered : It was noted that the following charges 
totaling $24, 536. 95 accruing p rio r to Jan uary 4, 1954 had not been entered :
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C ertified  Copying Charges $ 13 00
Rents - Boston Harbor D is tr ic t 150 00
L icen se  Charges 1 ,2 7 0  94
Rents -  New Bedford P ie r  4, 659 30
Telephone R eceip ts 79 74
G lou cester F ish  P ie r  1 7 ,473  97
Total $23, 646 95
Suspense Accounts R eceiv ab le : These accounts as of January 4 , 1954 w ere checked 
to the re co rd s of the Attorney G en era l's  o ffice  for co llection . It was noted that one 
account of $573. 83 could not be located and it was learned that a le tte r  had been sen t to 
the Departm ent D ecem ber 27 , 1952 by the Attorney G eneral authorizing that $548. 83 of 
it be charged off. Apparently the balance of $ 2 5 .0 0  had never been re fe rre d  for c o lle c ­
tion , and it is  suggested that the balance be c leared  in the routine m anner subsequent to 
which the en tire  account should be canceled .
Forfeited  Bid and Specification D eposits: On June 30, 1953 a check for $ 2 ,1 6 0 .0 0  
was sen t to the State T re a su re r  representing deposits forfeited . It was la te r learned 
that th is  check should have been drawn for only $2 , 1 5 5 .0 0 . It is  suggested that the 
n ecessa ry  adjustm ent be effected .
Advances from  State T re a s u re r : An exam ination of the Advance Fund re ce ip ts  and 
disbu rsem en ts for th is audit period ind icates that certa in  accounting tran saction s in this 
Division do not conform  to the accounting d irectiv es appearing in the C om p tro ller's  
Accounting Manual.
The following shows the p articu lar C o m p tro lle r's  regulations together with related  
tran saction s which do not appear to be in agreem ent:
"Repaym ent of Advances: The cash  balance of a ll advances w ill be 
returned at the c lo se  of the f is c a l  year to the State T re a s u re r . "
The Division re co rd s indicate that advance moneys applicable to the 1953 f is c a l  year 
w ere returned to the State T re a su re r  on the following dates:
R eceip ts Appropriation
Date Voucher Account Amount
Ju ly  23, 1953 i 7 7 2 2 -8 8 -0 0 $ 2 ,6 9 5  69
Ju ly  28, 1953 4 7 7 2 2 -8 8 -0 0 2 ,1 1 4  14
Ju ly  28, 1953 5 7 7 2 2 -8 8 -0 0 855 95
Aug. 3, 1953 6 7 7 2 2 -8 8 -0 0 672 92
A u g.10, 1953 7 7 7 2 2 -8 8 -0 0 397 81
Sept. 10, 1953 10 7 7 2 2 -8 8 -0 0 1 ,3 5 8  56
O ct. 23, 1953 21 7 7 2 2 -8 8 -0 0 96 58
O ct. 28, 1953 22 7 7 2 2 -8 8 -0 0 9 90
Nov. 19, 1953 25 7 7 2 2 -8 8 -0 0 32 72 
$ 8 ,2 3 4  27
"Fund R eceip ts - Unpaid C hecks: A spending agency m ust stop pay­
ment on all checks (excepting those issu ed  for s a la r ie s  or wages) which 
have been issued payable from  the Com m onw ealth's funds and have not 
been cashed by the payee within one year from  the date of th eir issu e .
T hese amounts must be paid into the State T reasu ry  to be cred ited  to 
the Unpaid Check Fund. "
A bank recon ciliation  of the Division Advance Fund as of January 4 , 1954 indicated 
twenty-two checks m ore than two y e a rs  old which w ere outstanding. A lis t  of th ese 
checks follow s:
Y ear Issued No. of Checks T otal Amount
1939
1940 
1942
2
3
2
$ 4 44 
8 40 
5 32
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1943
1944
1945
1946
1947
1950
1951
1952
2
1
1
7
1
1
1
J _
22
$ 3 55
9 53
4 45 
41 43
2 00 
25 00 
2 00
5 00
$111 12
Accounts R eceivab le  -  Overdue A ccounts: In aging the accounts rece iv ab le  it was 
noted that accounts totaling $ 1 6 ,6 1 2 .0 6 , rep resenting  ch arges dated 1952 back to 1947 
and p rior y e a rs  w ere s t il l  ca rr ie d  in an active category.
During previous exam inations of the re co rd s of the W aterw ays D ivision, suggestions 
w ere made that a ll accounts m ore than one year old be turned over to the Attorney 
G eneral for co llection  or disposition.
In this connection the C om p tro ller's  Bureau Accounting Manual a lso  provides that 
overdue accounts be re fe rre d  to the Attorney G en eral fo r co llection  and provides further 
that they be se t up in a sep arate  suspense accounts re ce iv ab le . It is  again suggested 
that th ese provisions be followed.
Accounts R eceivab le  -  V erification  N o tices: The outstanding accounts rece iv ab le  
as of the date of audit totaled $28, 619. 99. V erification  n otices w ere m ailed to approxi­
m ately 20 J  of these accounts. Several notices w ere returned by the P ost O ffice 
Departm ent m arked "ad d ress unknown". O thers w ere returned with notations to the 
effect that they had no reco rd  of the charge. The la tter ca se s  w ere re fe rre d  to the head 
adm inistrative c le rk  of the Departm ent and duplicate b ills  w ere sent out. From  the 
foregoing it would appear that the accounts should be controlled  m ore carefu lly . In the 
case  of overdue accounts, statem en ts should be rendered at least monthly.
G lou cester F ish  P ie r :  On February 26, 1937 the Commonwealth of M assachusetts 
through th is D epartm ent, in accordan ce with the provisions of Chapter 311 of the A cts of 
1931, Chapter 303 of the A cts of 1936, as amended by Chapter 29 of the A cts of 1937 and 
Chapter 91 of the G eneral Law s, leased  to G lou cester Community P ie r  A ssociation , I n c . , 
the G lou cester F ish  P ie r  with certa in  buildings to be erected  thereon at an annual rental 
of $ 2 0 ,0 0 0 .0 0 , said  lea se  to run for twenty y e a rs . On O ctober 10, 1949, the lease  was 
extended for a tw enty-year period to Septem ber 30 , 1969, and the rent was in creased  to 
$ 2 5 ,0 0 0 .0 0  annually to be paid qu arterly , beginning O ctober 1, 1949.
Under the provisions of Chapter 653 of the A cts of 1945, as amended by Chapter 663 
of the A cts of 1947, the D epartm ent of Public W orks was authorized to expend not m ore 
than $ 3 5 0 ,0 0 0 .0 0  to make certa in  additions to a building and its  equipment which are  
located on the G lou cester F ish  P ie r , provided that the Departm ent sh all f ir s t  execute an 
agreem ent with the G lou cester Community P ie r  A ssociation , Inc. to re im bu rse the 
Commonwealth for the co st of such work in twenty equal annual in stallm en ts, the f ir s t  to 
be made on the date of com pletion of the work. Such an agreem ent was executed as of 
O ctober 10, 1945 and was amended Septem ber 3 , 1947. The work was completed on 
D ecem ber 19, 1949 at a cost of $349, 479. 34 and the f ir s t  annual payment of $ 1 7 ,4 7 3 . 97 
was accordingly receiv ed  on Jan uary 31 , 1950. In this connection it was noted that the 
fifth annual payment which was due D ecem ber 19, 1953 was s t il l  unpaid on the date of 
audit, January 4, 1954.
L eases Between Commonwealth of M assach u setts and the F a ll R iver Line P ie r , I n c . : 
The previous audit rep ort stated :
"Under authority of Chapter 665 of the A cts of 1945 and Chapter 308 of 
the A cts of 1947, a lea se  was entered into on May 17, 1948 for a term  of 
twenty y e a rs  in the aggregate rental of $1 , 0 0 0 ,0 0 0 . 00. This rental was 
divided to be paid in each of the y e a rs  as follow s:
$ 2 2 ,0 0 0  00 yearly  F ir s t  2 y ears $ 4 4 ,0 0 0  00
2 4 .0 0 0  00 yearly  3rd year
3 0 .0 0 0  00 yearly  4th year
3 8 .0 0 0  00 yearly  5th year
4 6 .0 0 0  00 yearly  6th year
5 1 ,0 0 0  00 yearly  7th and 8th year
2 4 .0 0 0  00
3 0 .0 0 0  00
3 8 .0 0 0  00
4 6 .0 0 0  00
102,000  00
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$ 5 0 ,0 0 0  00 yearly
55 .0 0 0  00 yearly
6 3 .0 0 0  00 yearly
7 0 .0 0 0  00 yearly  
76, 000 00 yearly
9th to 14th year 
15th year 
16th year 
17th year
18th, 19th and 20th year
$ 30 0 ,0 0 0  00
5 5 .0 0 0  00
6 3 .0 0 0  00
7 0 .0 0 0  00 
228 ,0 0 0  00
Total $ 1, 000,000 00"
"T h e annual ren ta ls  a re  to be paid in equal qu arterly  payments as 
follow s: the f ir s t  qu arterly  payment to be made th ree  months a fter the 
date of the lease  and subsequent payments on corresponding dates of every 
third month In each year during its  t e r m ."
In th is connection a previous audit rep ort stated :
"In  re feren ce  to the foregoing le a se , it was noted that the last payment 
made under it by the F a ll R iv er Line P ie r ,  Inc. was through Febru ary  17, 
1950, and that charges have only been se t up to May 17, 1950. On the 
date of audit, th ere  was an outstanding balance of $5 , 5 0 0 .0 0  in this 
account.
"In th is connection, the following memorandum from  the Chief Adm inis­
tra tiv e C lerk  to the D irecto r of W aterw ays, which was entered in the board 
re co rd s on January 30 , 1951 is  shown:
COPY
January 25, 1951
" -------- , Chief A dm inistrative C lerk
-------- , D irecto r
F a ll R iv er State P ie r  
Unpaid re n ta ls  under lease
"T h e last payment made by the le s s e e s  of the p ier was for the qu arter 
ending February 17, 1950. B i l ls  have been rendered for the ensuing th ree 
qu arterly  periods, ending November 17, 1950. Several con feren ces have 
been held by the C om m ission ers with F a ll  R iv er o ff ic ia ls  re la tiv e  to the 
D epartm ent's inability to com plete constru ction  due to insufficient funds. 
The F a ll R iver o ff ic ia ls  have stated that they could not make any fu rth er 
payments under the lea se  as they have been deprived of potential incom e 
from  the property, due to its  incom plete s ta te .
'Tt appears that som e rev ision s in the lea se  w ill be requ ired  covering 
re n ta ls , but th ese w ill n e ce ssa rily  have to be delayed, pending additional 
leg islation  to modify rental requ irem en ts as se t up under the enabling act.
"T h e question of our continuing to send rent b ills  was d iscu ssed  with
A ssistan t Attorney G e n e r a l------------------ , who attended se v e ra l con feren ces
at the C o m m ission er's  requ est, and M r . -------- , advised that we send the
b ills  and sim ply hold copies as a pending m atter for future adjustm ent, 
without entering them as accounts re ce iv a b le , s in ce th ere  appears to be 
som e doubt as to whether o r not the re n ta ls  a re  co lle ctib le  under present 
conditions.
"T h is  memorandum is  subm itted as a m atter of reco rd .
/ s / -------- ---------
Chief A dm inistrative C lerk"
"It was noted in connection with the cu rren t audit that the reco rd s in the 
Division of W aterw ays indicate that the F a ll R iv er L ine, I n c . , has been 
billed  for $103 , 50 0 .0 0  for the period from  May 18, 1950 to November 17, 
1953, in accordance with the te rm s of the le a se . This indebtedness is 
c a rr ie d  in a memorandum account, as suggested by the Departm ent of the 
Attorney G eneral, and does not appear in the accounts rece iv ab le  ledger 
which shows a balance of only $5 , 5 0 0 .0 0 ."
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"On Febru ary  3 , 1953 the m atter was turned over to the Attorney 
G en eral for d isp o sitio n ."
In th is connection it was noted that a memorandum from  the Chief A dm inistrative 
C lerk  to the C om m ission ers on May 18, 1953 indicated that no reply had been receiv ed  
to th is  le t te r , and inquired whether the C om m ission ers wished to have the m atter again 
re fe rre d  to the Attorney G en eral. It was fu rth er mentioned that the P ie r  Corporation 
had su b -leased  part of th is property to the New Haven R ailroad  at an annual rental of 
$ 2 4 ,0 0 0 .0 0 .
In th is connection a conference was held M arch 3, 1954 with the re p resen ta tiv es of 
the F a ll R iv er Line P ie r ,  I n c . , re la tiv e to the renegotiation of the te rm s of th is  lea se  as 
they re la ted  its  paym ents. The le s s e e s  had made payments totaling $38, 5 0 0 .0 0  through 
A pril 28, 1950, and had made an additional payment of $ 3 0 ,0 0 0 .0 0  on Febru ary  5, 1954.
At th is tim e com p rom ise arrangem ent was suggested for the f i r s t  10 year period of 
the lea se  on the following te rm s:
For the f ir s t  6 y ears $16, 000 00 per year $ 96, 000 00
7th and 8th year 2 2 ,0 0 0  00 per year 4 4 ,0 0 0  00
9th and 10th year 50 ,0 0 0  00 per year 1 00 ,000  00
$ 2 4 0 ,0 0 0  00
A payment of $27 , 500. 00 would also be made concurren t with the execution of an am end­
ment to the lease  to bring the total payments to the total of $ 9 6 ,0 0 0 .0 0 , fo r the f i r s t  6 
y e a rs . Paym ents for the second 10 year period would be d iscu ssed  2 y e a rs  hence, p ro ­
vided this com prom ise agreem ent is  finally  negotiated.
New Bedford State P ie r :  T h is p ier is  apparently being used principally  for storage 
purposes, and not for shipping. The use of such a p ier for storag e  w ill, of co u rse , 
resu lt in a substantially  lower amount of incom e than could be obtained from  shipping 
revenue. The D irecto r has m aintained that the p ier is  not closed  to shipping, but it is  
understood that shipping in te re sts  have not been able to use it because the storage 
fa c ilit ie s  w ere filled .
It is  fu rther understood that storage rent paid to the Commonwealth by a trading 
corporation is  le s s  than half the amount rece iv ed  by the private corporation  from  the 
Fed eral Government in rent for storage fa c ilit ie s  at the State P ie r .
It is  suggested that th is con tract be renegotiated , and storage space be made av a il­
able for shipping in te re sts .
C on tracts: The previous audit rep o rt re la ted  the fa c ts  re la tiv e  to the award of the 
contract for construction  at the State P ie r  in F a ll R iv er.
In th is connection it was noted that the C om m ission ers at a m eeting held on M arch 3, 
1953 rescinded its  vote of January 16, 1953 and awarded th is co n tract to the orig in al 
lowest bidder.
The following con tracts  which w ere com pleted during th is audit period showed large 
varian ces between the co n tract awards and the final co st of the work com pleted:
C ontract
Number For C ontract Award Fin al Cost
1247 Dredging $ 7 3 ,9 6 0  00 $ 9 8 ,7 5 9  33
1276 Dredging 1 02 ,600  00 2 8 8 ,7 4 0  00
1287 Dredging 96 ,4 5 0  00 146 ,448  20
1321 Dredging 4 4 1 ,2 0 0  00 4 8 9 ,2 0 0  00
1121 O rient Heights to Beach , 
E ast Boston 1 00 ,800  00 1 8 9 ,0 2 6  88
Bathhouse - Provincetow n: A bathhouse was constru cted  on the P rovince Lands in 
the town of Provincetow n and was opened during the sum m er of 1953. The construction 
con tract -  No. 1212 for $ 1 0 7 ,3 4 4 .0 0  -  was accepted as completed Ju ly  27, 1953.
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A dm inistration Building for M assach u setts National A ir Guard at Logan International 
A irp ort: A le tte r  dated June 26, 1953 from  the Chief of the A ir Installations Branch ,
A ir F o r ce  D ivision, National Guard Bureau of the Departm ent of the Army and the A ir 
F o rce  add ressed  to the Adjutant G eneral of M assach u setts s ta te s  that the Fed eral 
Governm ent has allocated  $474, 8 2 8 .0 0  fo r the construction of th is building. As a m atter 
of inform ation it is  noted that the F ed eral Governm ent awarded a co n tract under date of 
June 24 , 1953 for the construction  of th is building. It is  understood that when the build­
ing is  com pleted the Fed eral Governm ent w ill turn it over to the Commonwealth of 
M assach u setts.
The Commonwealth of M assach u setts provided the arch itec tu ra l and engineering 
s e r v ic e s  in connection with the constru ction  of th is building and fo r such se rv ic e s  
entered  into a co n tract under date o f A pril 24, 1953.
M aintenance and W arehouse Building for the M assach u setts National A ir Guard at 
Logan International A irp ort: As a m atter of inform ation it is  noted that the United 
States Governm ent awarded a co n tract under date of June 27 , 1952 for the construction 
of th is  building for $ 3 7 2 ,2 4 3 .0 0  and the total co st was $381, 570. 69. A fter the building 
was com pleted it was turned over to the State Q u arterm aster on November 2, 1953 and 
accepted by him on that date.
The Commonwealth of M assach u setts provided the arch itec tu ra l and engineering 
s e r v ic e s  in connection with the construction  of th is building and for such se rv ic e s  
entered  into a co n tract dated May 15, 1952. The to ta l amount paid in th is  connection was 
$ 1 3 ,2 1 4 .7 3 .
F ed eral P articip ation  C on tract: F o r the 1953 f is c a l  year se rv ic e  co n tracts  were 
entered into with the F e d era l Governm ent whereby the Commonwealth is  to be reim bu rsed  
for 75% of the operating co sts  of certa in  in stallation s as follow s:
Actual amount
Maximum amount to re im bu rsab le  to the 
be re im bu rsed  to the Commonwealth by the 
Commonwealth by the Fed eral Government 
C ontract Number Location F ed era l Governm ent applicable to contract
D A -1 9 -0 9 3 -N G -88 
DA- 1 9-093-N G -89
Commonwealth M ain­
tenance Depot, 
W hittem ore C enter, 
Ayer
F ort Devens A ir-
$ 13 ,5 0 0  00 $ 9 ,8 8 6  92
D A -1 9 -0 9 3 -N G -87
field , Ayer 
Commonwealth Supply
5 ,0 0 0  00 4, 245 30
D A -19-093-N G -91
Depot, N atick 
M assach u setts M ili­
tary  R eservation ,
3 6 ,1 5 0  00 2 7 ,0 0 8  00
D A -19-093-N G -95
Falmouth
101st Communication 
Squadron, Som erville
4 ,0 0 0  00 4 ,0 0 0  54*
D A -19-093-N G -69
Arm ory 
B arn es Field ,
2 ,6 0 0  00 2, 600 00
D A -1 9 -0 9 3 -N G -68
W estfield
Aviation F a c il it ie s  at 
Logan A irport,
2 1 ,5 0 0  00 2 1 ,5 0 0  00
D A -1 9 -0 9 3 -N G -67
E ast Boston 
Air F a c il it ie s  at Grove
3 4 ,9 0 0  00 34, 890 08
S tree t, W orcester 2 ,0 0 0  00 
$ 1 1 9 ,6 5 0  00
1, 258 32 
$ 1 0 5 ,3 8 9  16
* Overpayment by Fed eral Governm ent.
F ed eral R eim bursem ents -  National Guard Serv ice  Bureau : Attention is  called  to 
the fact that the con tract balances not reim bu rsed  as of January 4 , 1954 totaled 
$ 9 ,4 2 8 .3 1 .  The amounts due, included in th is to tal, a re  su b ject to review  by the Bureau 
before payment by the F ed era l Governm ent,
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Accounts R eceivable: The previous audit report stated :
"A review  of the inactive accounts indicated that ch arges totaling 
$ 2 ,1 5 0 .0 0  for the rental of the National Guard Hangar at E ast Boston 
have rem ained unpaid sin ce 1947. This account which has been 
re ferred  to the Attorney G eneral for disposition does not appear in the 
accounts rece iv ab le  control account in the general ledger so it is  
suggested that the n ecessary  en tries be made and e n te re d ."
It was noted that th is item was se t up in a Suspense Accounts R eceivable in the gen­
e ra l ledger as of A pril 30, 1953.
Income - State Q u arterm aster: It was noted that with the exception of incom e on 
account of Camp C u rtis Guild R ifle Range other incom e is reported to the general book­
keeper in the Adjutant G en era l's  o ffice  on a cash  b a s is . It is  suggested that a ll income 
be reported on an accru al b a sis  so that the control account in the general ledger may 
re fle c t the actual amount due.
A rm o re r 's  Monthly R ep orts: The previous audit rep ort stated :
"In  a few instances these monthly rep o rts  did not include com plete 
inform ation regarding rentals and se rv ic e s  rendered during the month 
covered by the rep ort. It is  suggested that these rep orts show all 
inform ation as to hours and type of se rv ic e s  rendered together with 
any other pertinent in form ation ."
It was noted that this suggestion has been adopted.
T arget Hire -  Cash V ouchers: The previous audit rep ort stated :
"It  was noted that the cash  vouchers for targ et h ire  did not indicate 
the name of the p ersons, or organization using the fa c ilit ie s . It is 
th erefore  suggested that th ese vouchers include this n ecessary  means 
of id en tifica tion ."
It was noted that this suggestion has also  been adopted.
Telephone Pay Stations: The previous audit rep ort stated :
"It  is  suggested that an active lis t  of telephone pay stations located 
in a rm o ries and on other National Guard p rem ises be m aintained on 
file  at headquarters. Com m issions rece iv ed  from  th is sou rce were 
checked only as re co rd e d ."
As this suggestion has not been adopted attention is  again called  to it.
Check R eg ister: The previous audit rep ort stated :
"It is  suggested that the C om p tro lle r's  Bureau be contacted re lative 
to the installation  of a check re g is te r  to be used in connection with the 
issuance of the printed se r ia lly  numbered block checks which have no 
attached s tu b s ."
As th is suggestion has not been adopted attention is  again called  to it.
Endorsem ents on Checks Issued for Allow ances: The previous audit rep ort stated :
"It  was noted that many checks drawn qu arterly  to the various 
National Guard units fa il to show sufficient and proper endorsem ents.
It is understood that an endorsem ent stamp has been ordered for 
this p u rp ose."
It was noted that the endorsem ent stamp has been obtained and is  now being used.
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Industrial Accident C a se s : It was noted that th ree em ployees of the Division of the 
State Q u arterm aster had rece iv ed  com pensation during the audit period from  the Indus­
tr ia l  A ccident Board. One of these em ployees who had been injured on August 8, 1952 
rece iv ed  full wages from  the date of his injury through O ctober 1 1952 on the b a sis  of 
$ 2 3 5 .0 0  a month by applying 33 days s ick  leave and 10 days of accum ulated vacation 
leave. From  O ctober 2 , to O ctober 31 , 1952 inclusive, th is employee was rem oved from  
the pay ro ll while rece iv ing only $128. 57 from  the Industrial Accident Board.
A second em ployee who was injured on May 19, 1953, rece iv ed  ind ustrial com pensa­
tion of $128. 57 for the period June 20 through Ju ly  19, 1953, but no tim e was used from  
h is accum ulated s ick  leave, however, to make possib le the payment of h is com plete 
sa la ry .
The third em ployee who was injured on Ju ly  20 , 1953 was kept on the pay ro ll 
through Septem ber 10, 1953, a fter applying h is 31 days of accum ulated s ic k  leav e. He 
rece iv ed  industrial com pensation only from  Septem ber 11 through Septem ber 27, 1953.
He returned to his duties on Septem ber 28, 1953. However, a second period of disability  
began for him on November 1, for the sam e in jury on which date he was dropped from  
the pay ro ll and com pensation was paid him by the Ind ustrial A ccident Board for the 
period from  November 1, 1953 through November 15, 1953. The com pensation for the 
two disability  periods totaled $ 1 3 7 .1 5 .
It is  suggested that th ese ca se s  be review ed and adjustm ents n ece ssa ry  in the in te r ­
e s t of the th ree injured em ployees be effected .
ARMORY COMMISSION R E P O R T  NO. 54-84
Special Appropriation - C ertain  M odifications to Commonwealth A rm ory: Item 
7704-03  of Chapter 756 of the A cts of 1951 read s as follow s:
"S e rv ice  of the A rm ory Com m ission for certa in  m odifications to the 
commonwealth arm o ry , to be expended in part in conjunction with 
fed era l funds available for the purpose; provided, that expenditures 
under th is item  sh all not be su b ject to the provisions of section  th ree  of 
th is a c t ...................................................................................... $ 2 5 0 ,0 0 0 .0 0 "
C ontract for A rch itectu ra l and E ngineering S e rv ic e s : Under date of November 17, 
1952 a con tract was made with an a rch ite c t for such s e r v ic e s  in connection with the 
m odifications of the Commonwealth A rm ory. This co n tract was signed by a ll th ree mem­
b e rs  of the A rm ory C om m ission.
Under date of June 18, 1952 an agreem en t, No. D A -19-093-N G -102 , was entered into 
between the D epartm ent of the Arm y and the A ir F o r c e , National Guard Bureau of the 
United S tates and the Commonwealth of M assach u setts re la tin g  to constru ction  of arm ory 
fa c il it ie s  and provides that the engineering s e r v ic e s  w ill be perform ed by the State. 
Section 2 of A rtic le  II of the agreem ent provides that the F e d era l Governm ent ag rees to 
pay 75% of the constru ction  co sts  and Section 1 of said  A rtic le  II provides that the Govern­
m en t's  sh are  w ill be paid d irec tly  to the co n tracto r .
In oth er w ords, the Commonwealth is  resp o n sib le  for the en tire  co st of engineering 
and the co st of constru ction  is  divided, 25% by the Commonwealth and 75% by the Fed eral 
Governm ent, as the work p ro g re ss e s . The F e d era l sh are  paym ents a re  made by the 
Finance O ffice r, Army B a se , Boston, M assach u setts d irect to the co n tracto r .
Under date of August 4, 1953 a  con tract for the m odification of the Commonwealth
A rm ory was awarded to t h e -------- Construction Company for $691 , 198. 00 , which was the
low bid of the bids of re co rd . The co n tract was signed on behalf of the Commonwealth by:
W illiam  H. H arrison , J r .
M a jo r-G en era l A. G. C . , M assach u setts National Guard 
The Adjutant G eneral 
Chairm an, A rm ory Com m ission
It was noted that while the con tract for engineering se r v ic e s  was signed by the th ree 
m em bers of the A rm ory C om m ission, the co n tract for the construction  work was signed 
only by the chairm an of the A rm ory Com m ission.
It was noted that the co n tract was awarded in accordan ce with the unanimous vote of 
the A rm ory C om m ission ers as shown by the m inutes of the m eeting held on Ju ly 28, 1953.
It was also  noted that apparently the co n tract was not approved as to form  by the 
A ttorney G eneral.
Included in the sp ecification s for the m odification of the Commonwealth A rm ory on
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which the co n tracto rs submitted th eir bids w ere certain  bond requ irem en ts, a copy of 
which follow s:
"SC -7A  Bond a Payment Bond - The con tractor ag rees to furnish a 
payment bond with good and sufficient surety  o r su re tie s  acceptable to the 
Commonwealth for the protection of persons furnishing m ateria l o r labor 
in connection with the perform ance of the work under th is agreem ent on 
U. S. Standard Form  No. 25-A  or U. S. Standard Form  No. 2 5 -C . The 
penal sum of such bond will be 50% of the con tract p rice .
"b . P erform an ce Bond - The con tractor fu rth er ag rees  to furnish a 
perform ance bond with good and su fficient surety  or su re tie s  acceptable 
to the Commonwealth in connection with the perform ance of the work under 
this agreem ent on U. S. Standard Form  No. 25 o r U. S. Standard Form  
No. 2 5 -B . The penal sum of such perform an ce bond will be 100 percent of 
the contract p r ic e ."
It was noted that the "payment bond" was for $345, 599. 00 or approxim ately 50% of 
the contract price as required , but the perform ance bond was not w ritten for 100% of the 
contract p rice  but for only $345, 599. 00. This was called  to the attention of the proper 
o ffic ia ls  and the con tractor was notified by le tte r  dated Jan uary 27 , 1954 and a new bond 
for $ 6 9 1 ,1 9 8 .0 0  was filed with the M ilitary  D ivision.
Special Appropriations - Construction of A rm o rie s : Item  7604-01  of Chapter 604 
of the Acts of 1952 reads as follow s:
Serv ice  of the A rm ory Com m ission
For the construction of a rm o rie s , including furnishings and equipment, 
to be expended in connection with fed eral funds available for th is purpose; 
provided, that expenditures under th is item  sh all not be su b ject to section  
three of this a c t ..................................................................................$175, 000 . 00. ”
This Act was effective Ju ly  4, 1952.
Item 8564-01 of Chapter 660 of the A cts of 1953 read s as follow s:
Serv ice  of the A rm ory C om m ission
For the construction of a rm o rie s , including furnishings and equipment, 
to be expended in connection with fed era l funds available for th is purpose, 
to be in addition to the amount appropriated in item  7604-01  of section  
two of chapter s ix  hundred and four of the a c ts  of nineteen hundred and 
fifty-tw o; provided, that expenditures under th is item sh all not be su b ject 
to section  th ree of th is a c t ..........................................................$160, 0 0 0 .0 0 . "
This Act was effectiv e July 3 , 1953.
To date of audit no expenditures have been made under th ese appropriations, but 
when the arm o rie s  a re  constru cted  the cost w ill be prorated , 25% by the Commonwealth 
and 75% by the Fed eral Governm ent in accordan ce with the A greem ent, Departm ent of 
the Army and the A ir F o rce , National Guard Bureau and the Commonwealth of M assa ­
chusetts dated June 18, 1952.
M ETROPOLITAN D ISTRICT COMMISSION R E P O R T  NO. 54 -86
Quabbin R eserv o ir Incom e: The previous audit rep ort commented that incom e cash 
had been withheld from  deposit and was used as a change fund. This situation has been 
co rre cted  and th is a re a  now has an advance for th is purpose. C ollections on account of 
incom e are  now deposited in a local bank and copies of the deposit s lip s a re  sent to the 
Boston o ffices  weekly together with a com plete accounting.
P u rch ase of Land in Brighton D is tr ic t: The purchase of a p arcel of land at the 
junction of Sold iers F ield  Road and W estern Avenue in Brighton which the Com m ission 
had agreed to, was subsequently disapproved by the Governor and Council on August 20, 
1952. A law suit had been brought against the Com m ission by the owners to reco v er the
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orig in al s a le s  p rice  of $357, 5 0 0 .0 0 . On Febru ary  6, 1953 the suit was decided by the 
Superior Court of Suffolk County in favor of the plaintiffs for $ 3 6 6 ,7 7 2 . 51 and payment 
was accordingly made by the Com m ission on February 17, 1953.
L ease  of Land and Building in Cam bridge: It was noted that the Com m ission on 
O ctober 9, 1952 voted to rent on a lease  b a sis  a p arce l of land and a building on R iver 
S tree t in Cambridge for 3 y ears at an annual rental of $ 5 ,0 0 0 .0 0 . Inasmuch as this 
lea se  had not been approved in conform ance with Chapter 8, Section 10A of the T e rce n ­
tenary Edition of the G en eral Law s, the le sso r  was advised on June 24, 1953 that the 
Attorney G eneral had ruled the lease  invalid.
It was noted, however, that a to tal of $ 4 ,1 0 5 . 63, not including four months rent 
aggregating $ 1 ,6 6 5 . 22 had been paid by the Com m ission for m aintenance exp enses, e t c . , 
while the Com m ission was in p ossession  of th ese p re m ise s . The le s s o r  has also  
brought suit against the Commonwealth which is  s t il l  pending for the balance of the rent 
plus dam ages to the property.
N antasket Hotel and Tivoli Sh elter: As the Nantasket Hotel was not rented during 
the 1953 sum m er season , th ere  was no incom e from  this sou rce. The balance outstand­
ing for previous y ears totaling $ 3 0 ,1 2 7 .0 3  which has been turned over to the Attorney 
G en eral for co llection  has not been settled  to the date of audit.
The T ivoli Sh elter has been rented under a lease  startin g  in 1952 which exp ires at 
the end of the 1954 season . This lea se  stipulates rental payment in full on the f ir s t  day 
of each season . It was noted, however, that th is con tract was breached in 1953, as five 
sep arate  rent payments w ere made after the season had opened. As th is lea se  s t il l  has 
another season to run, it is  suggested that a ll precautions n ecessa ry  to safeguard the 
in te re sts  of the Commonwealth be exerc ised .
Sew erage - Nut Island, Quincy: A v is it was made to Nut Island in connection with 
th is audit. Attention is  d irected  to the fact that th ere  was a substantial inventory of 
p arts and tools on hand with a valuation of approxim ately $ 2 0 0 ,0 0 0 .0 0 . T hese item s had 
a ll been charged out to expense orig in ally . It was noted, however, that card s w ere 
being compiled to control inventory in the storeroom  as of the date of audit.
It is  suggested that the C om p tro ller's  Bureau review  th is situation and install 
n ecessa ry  re co rd s.
Inventory at Glenwood Y ard : The previous audit rep ort stated in th is  re sp ect:
"In  connection with this audit a te s t inventory of 78 item s in the 
Glenwood Yard was taken on Septem ber 19, 1952. A com parison of the 
quantities on hand with the stock  re co rd s m aintained at the main office  
in Boston indicated se v era l d ifferen ces , many of which w ere quite larg e .
It was learned that no com plete inventory has been taken sin ce 1937 by 
the com m ission . Since that date only m inor c le r ic a l  ad justm ents and 
co rre ctio n s have been made on the inventory card s when varian ces w ere 
noted. W hile it is  true that many of the item s on hand are  of g rea t bulk 
and weight and cannot be moved ea sily , it is  m ost im portant that the 
reco rd s be adjusted to re flec t the c o rre c t  quantities of item s stored . It 
is  th erefo re  recom m ended that an inventory of a ll stock  item s be taken 
and the n ece ssa ry  adjustm ents be e ffe c te d ."
On January 26, 1954 a te st inventory was taken in connection with this exam ination, 
of 39 item s of active stock  at th is location.
A com parison of the quantities on hand with the stock  re co rd s m aintained at the main 
o ffice  in Boston indicated se v era l d ifferen ces.
It was also  learned that no com plete inventory had been taken by the Com m ission 
during th is audit period, and it is  again recom m ended that such an inventory be taken at 
lea st once each year.
Thefts at Glenwood Y ard: On M arch 30, 1953, 6 inlet hoods valued at $10. 50 each 
with a total valuation of $ 6 3 .0 0  was apparently stolen from  the Glenwood Yard.
Another s e r ie s  of thefts developed during the months of June, Ju ly  and August, 1953, 
when 25 manhole cov ers valued at a to tal of $ 3 0 0 .0 0  w ere stolen.
The M etropolitan D is tr ic t Com m ission police , who w ere notified by W ater Division 
o ff ic ia ls , a re  cu rren tly  engaged in an investigation of th is m atter.
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Pay R oll Check Endorsem ents: The p rior audit rep ort stated as follows in th is 
connection:
,rWhen the weekly pay ro ll checks a re  prepared they a re  sent to the 
various div isions, e t c . , fo r distribution. In connection with this audit a 
te st exam ination of these weekly pay ro ll checks was made and it was 
noted that se v era l checks in one section  ca rrie d  two endorsem ents. When 
th ese endorsem ents w ere com pared it was obvious that the sam e person 
had signed the orig in al endorsem ents on se v era l of these check s. This 
m atter was d iscussed  with the d irecto r and a superintendent of the P arks 
D ivision, and it was learned that in certa in  instances checks a re  endorsed 
by one person, who takes them to a bank where they are  cashed.
The proceeds is  subsequently properly distributed. According to the 
superintendent, th is procedure is  followed as a convenience for the 
em ployees.
" I t  is  however suggested that this procedure is  not good as it could 
inconvenience se v era l em ployees in d irectly , and it a lso  confused auditing 
procedures. This p ra c tice  of perm itting a person other than the payee to 
endorse checks should be discontinued im m ediately. "
A check of the pay ro lls  indicated th is situation s t i l l  e x is ts . It is  th erefore  again 
suggested that the Com m ission take the steps n ecessa ry  to ascerta in  that the checks 
reach  those for whom they a re  intended and that endorsem ents a re  properly made by 
original payees.
Consultants' C on tracts: Although the four divisions of th is Com m ission are  staffed 
by en gin eers, from  tim e to tim e the se rv ic e s  of Consultant Engineeering and A rch itec ­
tu ral firm s have been engaged. The con tracts  and agreem ents with such consultants 
which were in effect during the audit period w ere exam ined. It was noted that the 
invoices for payments to such consultants for active con tracts during the audit period 
totaled $ 6 3 7 ,7 1 1 . 69. In addition, invoices for payments made to sev era l of th ese con­
sultants whose cn n tracts w ere negotiated p rior to the cu rren t audit period totaled 
$694, 283. 78 . A total of $ 1 ,3 3 1 , 9 9 5 .4 7  was thus paid to consultants under a ll such 
co n tracts  during the en tire  audit period.
W ork P erform ed  by M etropolitan T ran sit Authority: The Com m ission agreed to 
re im b u rse the M etropolitan T ran sit Authority for work which the Authority undertook, 
as follow s:
R elocation  of colum ns at Lech m ere Square:
P re lim in ary  engineering expense 
Stru ctu ral changes to viaduct
Rem oval and re in stallation  of poles, tro lley  w ires, 
e t c . , a /c  relocation  of abutments 
Total
Relocation of tra ck  a / c  F o re s t H ills O verpass:
Engineering expenses $ 6, 643 46
Flagging expense 12 ,683  35
Rem oval of tra ck  4 ,3 8 8  54
Installation of tra ck  64, 364 35
Installation of poles and tro lley  w ires 18, 338 74
Total $ 1 0 6 ,4 1 8  44
$ 1 ,5 9 5  05
1 81 ,434  22
1 ,6 9 1  88 
$ 184 ,721  15
It was also  learned that the M etropolitan T ra n sit Authority is  presently  engaged in 
extending its rapid tran s it system  from  O rient Heights to R ev ere , and in th is connection 
is  constructing an overp ass for the elim ination of a tra ffic  hazard in the Beachm ont 
section  at an approxim ate co st of $ 2 0 0 ,0 0 0 .0 0 . It would th erefo re  appear to be co n sis t­
ent with past policy for the M etropolitan D is tr ic t Com m ission to make reim bursem ent 
for this p ro ject.
DIVISION O F YOUTH SERVICE R E P O R T  NO. 54-87
M aintenance of Detention Home: Section 2 of Chapter 422 of the A cts of 1952
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amending Chapter 542 of the Acts of 1948, as amended, provides as follow s;
"Section  2. F o r establish ing and m aintaining a place o r p laces of custody 
under th is a c t, the board may expend such sum s as may be appropriated 
th erefo r . Not la te r than O ctober f i r s t  in each of the y ears nineteen 
hundred and fifty-tw o, nineteen hundred and fifty -th ree  and nineteen 
hundred and fifty -fo u r, the board sh all certify  to the state  tr e a s u re r , the 
to tal amount expended by it under th is act during the preceding f isc a l 
y e ar. One half of such amount sh all be a ssessed  on the city  of Boston as 
provided by section  twenty of chapter fifty-n in e of the G eneral Law s. "
In th is connection a le t te r , a copy of which follow s, was sen t to the State T re a su re r  
by the Division of Youth S e rv ice :
Septem ber 30 , 1953
M r. F o ste r  Furcolo 
T re a su re r  and R ece iv e r-G e n e ra l 
State House, Boston
My dear M r. Fu rco lo :
We hereby ce rtify  under the provisions of Chapter 422 under the acts  
of 1952 that the following amount was expended to m aintain the Detention 
C enter at 105 South Huntington Avenue, Boston for the year ending 
June 30 , 1953:
Code 1384-01 -  Total $ 1 0 2 ,6 8 9  15
L ia b ilities  3 ,3 6 1  19
Cash Value 99 ,3 2 7  96
The Auditors requ est that the following amounts be deducted due to the 
lia b ilitie s  revertin g  to the State T re a s u re r :
1951 $ 2 ,7 7 6  13
1952 1 ,2 5 8  57
V ery truly you rs,
wvf:w D irecto r
The previous audit report comm ented in th is connection that under the statute it 
would appear that the City of Boston m ight a lso  be a sse sse d  for the co st of the esta b lish ­
ment of the Detention C enter. To date the State T re a su re r  has not made such an a s s e s s ­
ment nor has, as far as could be determ ined, an opinion been requested or receiv ed  
from  the Attorney G en eral re la tiv e to the propriety of this cou rse of action.
Detention C en ter: As of July 1, 1953 the Detention C enter bookkeeping reco rd s 
w ere sep arated  from  the re co rd s of this Division and a re  now m aintained by a bookkeeper 
at the C en ter. A sep arate audit has been and w ill henceforth be made of th ese accounts 
and it w ill no longer be included with the audit of the accounts of th is D ivision.
T ru stee  Accounts - Cash R eceived  from  "O ther S o u rce s": During the audit period 
th ere was rece iv ed  from  so -ca lle d  "O ther S o u rces" $ 1 ,5 5 9 .7 2  for the accounts of boys 
and $324. 69 for the accounts of g ir ls  as follow s:
Boys
Turned over by Boys $ 1 ,0 6 6 84
Division of Child Guardianship 112 51
Legal Aid Society 106 00
Malden Court 105 00
Insurance Company 101 80
Fed eral Government - Compensation 52 00
City of Boston 15 57
$1, 559 72
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G irls
R elativ es
Turned over by G irls  
State Agency
$242 00
64 19 
18 50
$324 69
R eim bursem ent for Support of C hildren: In th is connection Chapter 385 of the A cts 
of 1948 s ta te s  as follow s:
"T h e court may make an ord er fo r payment by parents o r  by the 
ch ild 's  guardian out of the w ard 's prop erty, o r by any oth er person 
resp onsib le  for the c a re  and support of said  child , to the institution, 
departm ent, d ivision, organization o r persons furnishing c a re  and 
support at tim es to be stated in an ord er by the cou rt of sum s not 
exceeding the co st of said  support a fter ability  to pay has been d e te r­
mined by the court; provided, that no ord er fo r the payment of money 
sh all be entered  until the person by whom paym ents a re  to be made 
sh all have been summoned before the court and given an opportunity 
to be heard . The court may from  tim e to tim e , upon petition by, or 
notice to the person ord ered  to pay such sum s of money, re v ise  o r 
a lte r  such ord er o r  make a new o rd er, as the c ircu m stan ces  may 
r e q u ir e ."
With re feren ce  to th is m atter, the previous audit rep o rt stated :
"In  certa in  ca s e s  w here children a re  com m itted to the c a re  of this 
board by court o rd e r , a parent is  ord ered  to pay a designated amount 
fo r the support of the child. T hese paym ents a re  made d irectly  to 
the P robation O fficer of the court which has ju risd ictio n , who re m its  
th ese co llectio n s to th is board.
"In  connection with the foregoing, it was im possib le to determ ine 
from  the re co rd s the number of those parents who had been thus 
ord ered  to pay, nor was it p ossib le to determ ine the periods that the 
re im bu rsem en ts covered. It i s ,  th ere fo re , suggested that a sep arate  
file  card  be kept fo r each ca se  and that som e system  be provided so 
that th ese co llectio n s may be cu rren tly  co n tro lled ."
Inasmuch as no action has been taken on the foregoing suggestion, attention is  again 
d irected  to it.
Reception D etention Building: Section 2 of Chapter 756 of the A cts of 1951 provides
fo r :
"T h e constru ction  of a  reception-detention  building on property now 
owned by the Commonwealth in the city  of Boston, including the co st of 
furnishings and equ ip m en t................................. ........................$ 5 7 5 ,0 0 0 .0 0 "
To the date of the audit only $6 , 615. 89 has been expended from  th is appropriation.
Chapter 660 of the A cts of 1953 fu rth er provides for an additional appropriation of 
$ 3 2 5 ,0 0 0 .0 0  fo r an addition to the detention building but as yet no expenditures have been 
made from  this la tte r  account.
Cash Account: It was noted that both advance money cash  and tru stees  cash  w ere 
combined in one account. It is  suggested that the account be sep arated  so that the 
balance o f each  can be readily  determ ined.
Unpaid C h ecks: It was also  noted that two checks in the resp ectiv e  amounts of 
$ 1 0 .0 0  and $ 1 5 .0 0  have been outstanding for m ore than one y e ar. It is  recom m ended 
that payment be stopped on them in accordance with the instru ction  in the C o m p tro lle r's  
Accounting Manual.
Suspense Accounts R eceiv ab le : It was noted that accounts rece iv ab le  sent to the 
A ttorney G en eral for co llection  a re  not record ed  in a Suspense Account as is  requ ired  by
134 P .D . 6
the regulations se t forth in the C o m p tro lle rs  Accounting Manual.
T ru stee  Accounts - G ir ls ’ D ivision: Attention is  d irected  to the fact that balances 
in the G ir ls ' T ru stee  Accounts totaling $ 4 7 .3 5  are  s t il l  being retained in the active 
accounts even though the g ir ls  to whom the money belongs have been discharged, or th eir 
w hereabouts a re  unknown. T his money should either be sent to its  rightful ow ners and 
th eir  accounts closed  o r e lse  it should be segregated  in an inactive account.
Suspense Account - G ir ls :  It was noted that bankbook No. 604863 of the Provident 
Institution for Savings is  included with the active accounts under ’’Suspense Account” .
The balance in th is account, as of the date of audit, was $8 . 10 and rep resented  an 
accum ulation of sev era l ba lan ces of le s s  than $1. 00 each , together with sm all in terest 
ite m s, dated back to 1939.
Savings Bankbooks Held as P ro p erty : Bankbooks not included with the T ru stee  
Accounts w ere being held as "p ro p erty ” by the Division of Youth S erv ice  on January 4, 
1954. The individuals named on four of th ese bankbooks a re , according to available 
re co rd s , over 40 y e a rs  of age and one is  m ore than 21 y e a rs  of age.
It is  again advised that the Board consid er the m atter of the disposition of these 
accou nts.
DIVISION OF SAVINGS BANK L IF E  INSURANCE R E P O R T  NO. 54-88
M edical D ire c to r 's  Account: It was noted that the M edical D irec to r who is  the only 
o ffic ia l authorized to sign checks on th is account was not bonded, which fact was brought 
to the attention of the proper o ff ic ia l during the cou rse of the cu rren t audit, and effective 
January 10, 1954 he was bonded for the sum of $ 4 ,0 0 0 .0 0 .
STA TE TEACH ERS CO LLEG E AT W E ST F IE L D  R E P O R T  NO. 54-89
Daily T im e R ecord : It was noted that a daily tim e re co rd  was not being maintained 
at this co llege. It was also  noted that the vacation and s ick  leave re g is te r  for respective 
em ployees was not being cu rren tly  posted.
It is  th erefore  recom m ended that a reco rd  of the daily tim e of em ployees be estab ­
lished  and that the s ick  leave and vacation re g is te r  for a ll em ployees be posted to date.
WESTBOROUGH STA TE HOSPITAL R E P O R T  NO. 54-91
Coal A djustm ents: In M arch 1953 a large sh ortage was noted by institution o ffic ia ls  
between the balance in the stock  ledger account for bituminous coal and the actual inven­
tory  in the coal pile.
At that tim e an exhaustive study was made to determ ine the reaso n s for the shortage 
and in th is connection two com plete checks of the re co rd s  of account w ere made and it 
was understood that only two c le r ic a l  e r r o r s  of a m inor nature w ere found.
In th is connection it was also  learned that the ch ief engineer o f th is  institution had 
re tire d  on August 31, 1952 and it was understood that, with the exception of minor 
ad justm ents, h is estim ated  inventories and the books of account w ere in agreem ent.
A ccordingly when the new chief engineer took charge of the institution power plant on 
Septem ber 15, 1952, evidences of con sid erab le  v arian ces w ere indicated when he sub­
m itted h is estim ates  of the actual coal inventory on hand.
It was th erefo re  decided in M arch 1953 that a shortage adjustm ent would be made 
based on the form ula and estim ate of the new ch ief engineer and subsequently an ad ju st­
ment requ isition  was prepared and forwarded to the D epartm ent of Mental Health for 
approval. The reason given for the n ecessity  of th is adjustm ent was indicated a s :
”. . . th is shortage can only be the d ifference between two methods of 
estim ating the coal in v en tory ."
The adjustm ent requ isition  was for a sh ortage of 1 ,0 7 4 . 991 tons at $11. 5388 per ton, 
a to tal value of $12, 4 0 4 .1 1 .
The institution was at a la te r date visited  by the bu sin ess agent of the D epartm ent of 
M ental Health together with a rep resen tativ e of the Com m ission on A dm inistration and 
Finance and a conference was held regarding th is m atter with institution o ff ic ia ls . How­
ev er, the rep resen tativ e of the Com m ission on A dm inistration and Finance apparently 
did not agree with the form ula used by the present chief engineer and the institution was 
advised to use a new form ula. T h erefore  the adjustm ent requ isition  as orig in ally  p re ­
pared was returned, accom panied by a le tte r  dated M arch 30, 1953 calling attention to
P .D . 6 135
the new method to be used, and stating that the adjustm ent, if it w ere computed on the 
second b a s is , would be approved. The requisition  was accordingly changed to the 
following:
1 ,3 9 5 . 841 tons at $11. 5388 per ton, a total of $ 1 6 ,1 0 6 . 33. It was sub­
m itted to the business agent of the Departm ent of Mental Health who 
approved it , and it was recorded on the reco rd s of the institution.
On A pril 1, 1953, on which date a new coal con tract becam e effectiv e , it was 
decided that a ll coal delivered th ereafter would be placed in a sep arate  location. The 
stew ard’ s o ffice  was to be advised when the old p ile, which had been delivered during 
the period when the aforem entioned shortage developed, was exhausted. On Septem ber 
16, 1953 this situation was attained. However, in relation  to the old con tract, the book 
balance on that date showed a red balance of 749. 4784 tons, n ecessitating  the following 
overage adjustm ent:
749. 4784 tons at $11. 5646 per ton, a total value of $8 , 667. 42.
In fu rther connection with this m atter it was understood that the only adjustm ent of coal 
between 1949 to 1952 was one for a shortage adjustm ent of 100 tons in August 1952, 
based on an estim ate of the form er ch ief engineer sh ortly  before his re tirem en t.
It is  obvious that th ere was a re a l n ecessity  for an adjustment subsequent to 
August 1952. However, its  s iz e , whether it was based on the estim ate of the chief 
engineer or the method p rescrib ed  by the rep resen tativ e of the Com m ission on Adm inis­
tration  and Finance, would seem  to indicate an inconsistent and unreliable procedure 
of determ ining the actual physical inventory.
It is  th erefore  suggested that g rea te r c a re  be ex e rc ised  in determ ining the true 
figu res , insofar as is  p ossib le, before adjustm ents of such substantial values are 
finalized.
Pay R oll Checks Outstanding M ore than Three M onths: It was noted that th ere was 
a number of checks in this account which w ere outstanding for m ore than th ree months. 
The C om ptroller’ s Bureau Accounting Manual indicates that payment should be stopped 
on a ll such ch eck s, th ree months a fter th eir issu e date. One of these checks was dated 
in D ecem ber 1951, m ore than two y ears ago.
It is  th erefo re  recom m ended that the lis t  of outstanding checks applicable to the pay 
ro ll bank account be established  and those m ore than th ree months old be handled in 
accordan ce with the instru ctions contained in the C om p tro lle r's  Bureau Accounting 
Manual. It is  fu rther suggested that such a review  be made at regu lar in terv als  so that 
such checks w ill not rem ain  in this category for such unreasonable lengths of tim e.
V arian ces Between R ates on Q u arters R eg ister and Pay R oll Deductions for Room 
R en ts: Several varian ces of both undercharges and overcharges w ere noted between 
the ra te s  called  for on the Q u arters R eg ister and those used in deducting room rent 
from  the em ployees' s a la r ie s  on the pay ro ll, in a te st check which was made of one 
m onth's pay ro ll deductions.
P a rticu la r  attention is  d irected  in this connection to an instance where an employee 
occupying a room for which the established  rate  was $2. 28 per week had no deduction 
made from  her sa la ry , from  O ctober 1, 1953 until the m atter was called  to the attention 
of the institution tr e a s u r e r 's  office during the cou rse of th is exam ination, on M arch 2, 
1954.
All other varian ces w ere also  called  to the attention of the institution tr e a s u re r 's  
o ffice  and it was understood that pay ro ll adjustm ents or refunds w ill be made.
Pay R oll Account - Checks not Endorsed by E m ployees: In connection with vouch­
ing the pay ro ll checks for the month of Septem ber 1953 seven instan ces w ere noted of 
checks which had not been endorsed by the payee.
It is  not understood how the banks w ere w illing to pay the checks without the 
required sign atu res.
Meat Inventory: An unusually high inventory of certa in  m eats was noted on 
January 31 , 1954 p articu larly  14 ,242  pounds of frozen hamburg and 26, 940 pounds of 
canned beef and gravy.
In th is connection it was noted that during the month of February 1954, 7 ,8 7 6  1/2 
pounds of hamburg and 9, 450 pounds of beef and gravy were rece iv ed  at the institution
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and issu e s  of hamburg during that month totaled 1 0 ,003  pounds; beef and gravy totaled 
3 ,3 6 0  pounds.
It was learned that th ese m eats w ere United States Governm ent surplus and had been 
distributed through the State Departm ent of Education, School Lunch P ro g ram . The 
institution pays only a sm all handling charge to th is  Agency.
P atien ts ' Fund Checks Outstanding M ore than One Y e a r : It was noted that th ere 
w ere 15 checks totaling $687. 96 which had been outstanding in th is  account for m ore than 
one y e ar. Two of them had been issued in 1951 and w ere th ere fo re  m ore than two years 
old on the date of audit.
As it appears unlikely that th ese checks w ill ev er be p resented  for payment, it is  
recom m ended that payment be stopped on them , and the proceeds be disposed of in 
accord an ce with existing d irec tiv e s .
P a tien ts ' V aluables: Section 39B of Chapter 123 of the T ercen ten ary  Edition of the 
G en eral Law s, as amended, deals with the d isposition of unclaim ed belongings at certain  
State h osp itals, known as "p atien ts ' valu ables” and read s as follow s:
"P ro p e rty , known a s 'P a t ie n ts ' V alu ab les', belonging to, o r deposited 
for the benefit of, fo rm e r patients of any sta te  hospital, o r fo rm er 
patients under the sup ervision  of the departm ent, which sh all have 
rem ained unclaim ed for m ore than one y e ar, sh all be disposed of as h ere ­
in after provided, but only if a ll known next of kin of the fo rm er patient 
sh all have been notified in w riting by said  superintendent or by the depart­
m ent, as the c a se  may be. Such disposition sh all be made by a sp ecial 
board co nsisting , in the c a se  of a fo rm e r patient of a  s ta te  hospital, of the 
superintendent of such hospital and a rep resen ta tiv e  of the department 
designated by it, o r ,  in the c a se  of a fo rm e r patient under the supervision 
of the departm ent, of one o r m ore re p rese n ta tiv e s  of the department desig­
nated by it . The board sh all a sce rta in  whether the property has any sale  
value and, if so , sh all so lic it  from  at le a s t  th ree  reputable d ealers in like 
property o ffe rs  for the purchase th ereo f, and sh all s e l l  the sam e to the 
d ealer offerin g the highest p rice . The proceeds of such sa le  sh all be 
added to the funds deposited by the superintendent of the hospital or by the 
co m m issio n er, as the ca se  may b e, known as 'P a tie n ts ' Funds' and shall 
be disposed o f as provided in section  th irty -n in e A. The board may d is­
pose of such of said  property a s , in its  opinion, has no sa le  value, or any 
of said  property for which no o ffe r , so lic ited  as aforesa id , has been 
re ce iv ed , in such m anner a s  it may deem prop er. A com plete reco rd  of 
each  tran sactio n  hereunder sh all be made and signed by a ll m em bers of 
the board and filed  with the oth er re co rd s  at the hospital or at the office of 
the departm ent re latin g  to the fo rm er patient whose property shall have 
been disposed of as a fo re sa id ."
T h is  m atter was review ed during the co u rse  of the cu rren t exam ination and it was 
learn ed  that no action has been taken by th is institution in th is connection for sev eral 
y e a rs . As a m atter of fa c t, no re co rd  could be found at the institution indicating that it 
had ev er taken step s to dispose of such item s. It has now becom e a problem  to provide 
adequate storag e  space for the envelopes containing th ese belongings in the institution 
vault as carton s containing them w ere stored  on the flo o r.
P rop erty  card s which a re  m aintained fo r each envelope a lso  s tra in  the filing fac ilities . 
It is  th erefo re  recom m ended that step s be initiated to dispose of the patients' belongings 
in accord an ce with the existing statute.
P a tien ts ' Fund Cash not Needed for Im m ediate R equirem ents to be T ra n sfe rre d  to a 
Savings Bank Account: It was noted on the date of audit, funds totaling $18, 4 0 9 .4 3  were 
on deposit in a co m m ercia l checking account. A review  of the tran sactio n s during the 
audit period indicated that the payments from  the fund totaled $ 4 9 ,8 8 8 .0 0  and the re ce ip ts  
totaled $51, 571. 75, an e x ce ss  of re ce ip ts  over payments of $1, 683. 75. It would th erefore  
appear that a consid erable portion of this balance is  not requ ired  for im m ediate use and 
could be deposited in savings bank accounts in ord er to gain in terest.
The in terest on savings bank deposits for the audit period totaled $ 8 4 5 .0 4  which might 
have been substantially  in creased  if action had been taken to tra n s fe r  a p art of this 
balance to savings accounts.
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P atien ts ’ Bank Account: In November 1953, a savings bank passbook was sen t to 
the bank concerned by the institution tr e a s u r e r 's  o ffice  for the purpose of cred iting the 
in terest on it. T his book was returned accom panied by a note stating, "T h e dividend 
checks a re  m ailed sem i-a n n u a lly ."  No indication was given of the person to whom such 
checks w ere m ailed. An exam ination of the p articu lar patient’ s ledger card  failed  to 
show a reco rd  of any re ce ip t of funds from  th is so u rce  sin ce  her adm ission to this 
institution.
This m atter was discussed  with the institution tr e a su re r  and it was learned that the 
husband of the patient has made effo rts  to obtain p ossession  of this passbook contending 
it to be a jo in t account. The deposit book however indicated it to be an individual account 
in the p atien t's name.
It is  th erefo re  suggested that the institution should make an effort to tr a c e  the divi­
dends as she obviously did not re ce iv e  cred it for them while she was a patient.
It was learned that th is  patient died on February 12, 1954.
A ssistan t T re a su re r  Not Bonded fo r Canteen D uties: The a ssista n t tre a s u re r  at this 
institution functions as the bookkeeper for the canteen. In th is capacity  she handles the 
daily cash  re ce ip ts  at the tr e a s u re r 's  o ffice , in addition to other duties which include the 
counting, sorting , entering and depositing of a ll canteen re ce ip ts . She also  pays a ll b ills  
and signs checks fo r th eir payment.
It was noted that the position of ass ista n t tr e a su re r  is  bonded only for the handling of 
State funds, and no bond was noted for h er handling of the canteen funds. It is  th erefo re  
recom m ended that a bond be obtained to p ro tect the handling of such funds by the assista n t 
tre a s u re r .
T ru st Funds -  T ra n sfer of Balance in the C a rrie  W ard Fund from  a National Bank to 
a Savings Bank Account: It was noted that the la s t previous in terest cred ited  to the bank 
account of th is fund during the audit period was at the ra te  of 1%, w hereas the in terest 
cred ited  to bank accounts in the other tru st funds was at the ra te  of 3%.
It is  th erefo re  recom m ended that the balance in th is Fund be tra n s ferred  from  the 
National Bank where it is  now on deposit to a Savings Bank account in ord er to obtain 
g re a te r  yield.
E scrow  R etirem en t Fund Checks Outstanding Over One Y e a r : In connection with 
recon cilin g  th is bank account it was noted that th ere  w ere th ree checks appearing as out­
standing which w ere m ore than one year old.
T his m atter was d iscussed  with the institution tr e a su re r  and it  was learned that pay­
ment was stopped on them while th is  exam ination was in p ro g ress and the funds sen t to the 
State T re a su re r .
Custody of Em ployees' United States Savings Bonds, S e rie s  E , by Institution T r e a s ­
u r e r 's  O ffice : Savings bonds a re  purchased once a month by the institution tr e a s u re r  on 
behalf of em ployees who su b scrib e  in the pay ro ll deduction plan. A re g is te r  is  m ain­
tained in which an account is  kept for each em ployee in which appears h is name and the 
s e r ia l  num bers of the bonds purchased. A space is  also  provided beside the number 
where the em ployee signs h is name when he re ce iv e s  the bond.
On review ing th is re g is te r  it was noted that th ere  w ere certa in  accounts which did 
not show signatu res indicating re ce ip ts  of the bonds.
This m atter was d iscussed  with the tr e a su re r  and it was learned that th ese p articu lar 
em ployees concerned did not sign the re g is te r  because the bond c e r t if ica te s  w ere left in 
h er custody for safekeeping. All such bond c e r t if ica te s  w ere subsequently examined.
In th is  connection it was noted that one em ployee had seventeen bonds of $ 1 0 0 .0 0  
each  on deposit in the t r e a s u r e r 's  o ffice  which have dates from  August 1952 to February 
1954.
DETENTION C EN TER R E P O R T  NO. 54-92
Books and R eco rd s: As of Ju ly  1, 1953, the books and reco rd s of the Detention 
C enter w ere sep arated  from  the reco rd s of the Division of Youth S e rv ice , and a sep arate 
audit of the Detention Center w ill be made henceforth.
It is  recom m ended that the C o m p tro lle r's  Bureau make a survey of this agency so 
that a ll tran saction s may be properly record ed . In th is connection the advisability of 
installing a gen era l led ger, a stock  ledger and a pay ro ll bank account should be consid­
ered  as w ell as any other proper subsid iary re co rd s.
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P e tty  C a s h : It w as n oted  th a t th e  m ethod o f handling petty  c a s h  d is b u rs e m e n ts  w as 
n ot in a c c o rd a n c e  w ith th e  re g u la tio n s  s e t  fo r th  in  th e  C o m p tr o lle r 's  A ccou n ting  M an u al, 
w hich  s ta te s  in p a r t :
"Spending agencies may e lec t to re co rd  the individual payments from  the 
advance d irectly  to the c red it side of the cash  book . . .  o r  they may 
e le c t  to su m m arize the paym ents from  the advance, as record ed  under 
the various subsid iary accounts . . . "
A petty cash  fund has been establish ed  but the tran sactio n s a re  posted to the credit 
side of the cash  book, instead of in the m anner indicated in the regulations.
M a te ria ls  and Supplies: No inventory of m a ter ia ls  and supplies was taken in 
connection with th is  audit, inasm uch as th ere  was no stock  ledger or control account in 
use to which such an inventory could have been recon ciled .
Canteen Account: At p resen t the canteen re co rd s  co n sist of only a check book. It 
is  suggested that a cash  book be in stalled  to re co rd  the re ce ip ts  and disbursem ents of 
th is  fund.
STA TE TEA C H ERS C O LLEG E AT SALEM  R EPO R T NO. 54-93
Funds T ra n s fe rre d  to State T re a s u re r : Incom e is  transm itted  to the State T re a s­
u re r  at the end of each  month. T h is p ra c tice  is  not in conform ity with the existing 
sta tu tes which re q u ire  daily deposits except w here p erm ission  has been granted by the 
State T re a s u re r  to make them  le s s  frequently . It is  recom m ended that perm ission to 
make th ese rem ittan ces  on a w eekly b a s is  be obtained and that th ese funds be so trans­
fe rre d .
Book Store and C o-op erativ e Society : The accounts of th ese two activ ities of the 
student body w ere not exam ined in connection with the cu rren t audit.
Sa les  S lip s : At p resen t the co llege re ce iv e s  incom e other than from  sem ester fees 
without f i r s t  preparing s a le s  s lip s . It is  recom m ended that a supply of sa les slips be 
requ isitioned  and used as se t forth  in the C o m p tro lle r's  Bureau Accounting Manual.
W E S T F IE L D  STA TE SANATORIUM REPO RT NO. 54-94
A ccounts R eceiv ab le  -  Board of P a tien ts : The accounts receiv able balance as of 
F ebru ary  1, 1954 was aged and indicated the following:
It is  recom m ended that th ese accounts rece iv ab le  outstanding for m ore than one year 
be tra n s fe rre d  to the Attorney G en eral fo r co llection  o r disposition.
Pay R oll C h ecks: It was noted that the pay ro ll check s, which a re  given to 
em p loyees, do not furnish them with any inform ation regarding deductions from  gross 
w eekly pay ro ll. It is  suggested that pay ro ll checks be obtained which will indicate all 
deductions made.
Sale  of T ru ck s : At the suggestion of the C om m issioner of A dm inistration and 
F in an ce, the Superintendent of th is institution declared  two trucks as surplus and they 
w ere subsequently turned over to the State Purchasing Agent for disposal or re a ss ig n ­
m ent. These tru cks w ere sold on bid and the following amounts were re a lized :
Outstanding under 1 year 
Outstanding under 2 y e a rs  
Outstanding under 3 y e a rs  
Outstanding under 4 y ears 
Outstanding ov er 4 y ears
$58 ,941  10
2 ,1 3 9  03 
735 57 
97 00 
305 78
$62 ,218  48
1947 Ford , P anel, 1 /2  ton truck
1948 Ford, Stake, Dump, 2 ton truck
$200  00 
350 00
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O vertim e Com pensation: The ru les and regulations as authorized by Section 7 of 
Chapter 7 of the T ercen tenary  Edition of the G en eral Law s, governing overtim e wages 
paid to State em ployees, sta tes  in part as follow s:
"O E -2  Subject to p rior approval by the D ivision of P erson n el and 
Standardization, overtim e com pensation will be paid as authorized by 
Section 30A of Chapter 149 and Section 5 of Chapter 8 of the G eneral 
Laws to p ersons employed by the Commonwealth, other than those 
exempted from  the provisions of Section 30A of Chapter 149 of the 
G eneral Laws or o therw ise provided by law. However, em ployees so 
exempt but for whom a 48-hour week is recognized w ill'be e lig ib le 
for overtim e com pensation.
"O vertim e previously approved by the Division of P erson n el and 
Standardization and the departm ent head should be scheduled for pay­
ment at the end of each month and sh all be scheduled fo r payment 
within sixty  days a fter the overtim e was perform ed . Com pensatory 
tim e off in lieu of overtim e sh all not be allowed . . . "
In connection with the foregoing it was noted that, although overtim e at th is in stitu ­
tion is held to a minimum, occasion ally  em ployees a re  given tim e off in lieu of cash . It 
was fu rther noted that detailed daily overtim e re co rd s  a re  not m aintained for em ployees 
in the Operating Room.
It is  suggested that th is ru le be complied with and that a ll leav es be record ed  on the 
tim e books.
Outpatient F e e s : Attention is  d irected  to the fact that fees have been estab lish ed  for 
outpatient treatm en t at this institution, as follow s:
Outpatient Exam ination -  no fee
Outpatient M edical or Su rgical T reatm ent $3 00 per treatm en t
Outpatient X -R ay  Therapy 3 00 per treatm en t*
* Total not to exceed $ 2 5 .0 0
In connection with th ese fe e s , it was noted that a total of 13, 470 v is its  w ere made to 
the outpatient departm ent, of which 5 ,4 9 2  w ere to the T u bercu losis section  and 7 ,9 7 8  
w ere to the C ancer section  during the 1953 calend ar year. The daily reco rd  of tr e a t­
m ents at th is outpatient department was analyzed for that year and it was noted that 
1, 486 of th ese patients examined had also been given treatm en ts for which fe es  had been 
establish ed . The financial reco rd s of the institution, however, indicate that fe e s  had 
been charged for 58 v is its . This situation was discussed  with the personnel concerned 
and it was indicated that a fee is  charged only when the patient is  able to pay. T h eir 
ability  to pay is  determ ined by the nurse at the outpatient departm ent or the so cia l 
se rv ice  departm ent.
It is  recom m ended that the en tire procedure in the outpatient departm ent be review ed 
by a rep resentative of the C om p tro ller's  Bureau and a system  for the co llection  and 
determ ination of fe es  be put into effect.
TREA SU RER AND R E C E IV ER -G E N ER A L
GEN ERAL D EPARTM EN T R EP O R T NO. 54 -95
Salary  W ithdraw als: An exam ination was made of sa la ry  advance requ est card s 
which had come from  the se v era l sta te  agencies. T h is exam ination indicated a need for 
a m ore carefu l processin g of th ese withdrawal requ ests in ord er that payments sh all not 
be made too far in advance of properly approved pay ro ll schedules. Drawings should 
not be made m ore than a month in advance of the pay ro ll unless the em ployee is  
employed upon a tem porary status and is  awaiting approval by the Division of Person n el 
and Standardization. Even in such ca se s  drawings should not be allowed m ore than two 
months in advance of pay ro ll. In th is connection, it was noted that drawings had been 
made se v era l months in advance of an approved pay ro ll.
In som e instan ces the withdrawal requ est card s did not indicate the amount of sa lary  
per month to which the employee was entitled. T his item  should always be inserted .
An exam ination of the withdrawals made by four em ployees of a certa in  departm ent 
indicated that they w ere made from  March 1953 to June 30, 1953 even though no funds
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had been appropriated to pay th eir  s a la r ie s ,  nor had any approval been rece iv ed  from  
the D ivision of P erson n el and Standardization to cover th eir em ploym ent. Although 
approval is  being sought to have th ese expenditures covered  by a d eficiency appropri­
ation, such an appropriation has not been made as of th is audit date. However, p rio r to 
the com pletion of th is  audit, it was learned that a d eficiency appropriation had been 
authorized to p erm it th ese payments to the four em ployees concerned.
It is  a lso  pointed out that withdrawal requ ests should be approved by the proper 
departm ental au th orities. No approvals should be sought in the State T re a s u re r 's  office, 
nor should any such approvals be granted by m em bers of the State T r e a s u r e r 's  staff to 
em ployees of other agen cies.
With reg ard  to those ca se s  w here em ployees of the Commonwealth had made with­
draw als of sa la ry  and had le ft the State s e rv ic e  owing money to the Commonwealth, 
inquiry w as made of the approving authorities who had signed the withdrawal requests 
and a ll inform ation obtained has been subm itted to T reasu ry  o ffic ia ls  for whatever action 
m ay be n e ce ssa ry . It was learn ed  that in m ost in stan ces the amounts owed are  being 
repaid in in sta llm en ts.
Bank R eco n c ilia tio n s : It was noted that in eleven of the tw enty-four active bank 
accou nts, the re co n c ilia tio n s made in connection with th is  exam ination indicated pending 
ad ju stm ents. It is  suggested that they be c lea red  as soon as is  p ra c tica l.
Bank In te re st in A rre a rs  -  R eserv e  Bank A ccounts: It was noted that inactive 
revenue funds a re  now on deposit in m ore than one hundred M assachusetts banks and 
have been earning in te re st at the ra te  of 1% s in ce  e a r ly  in 1951.
In connection with the audit of re se rv e  bank in terest which totaled $ 7 9 ,3 2 8 .7 3  for the 
audit period, it was noted that additional in terest in the amount of $ 2 ,4 9 6 .9 4  was in 
a r r e a r s  on F ebru ary  4 , 1954. T h is fact was brought to the attention of the department 
o ff ic ia ls  with the re su lt that $ 2 ,4 5 9 .4 4  of it was co llected  by the T re a su re r 's  office 
while th is audit was in p ro g re ss . It is  a lso  understood that the remaining $37. 50 will be 
paid by the banks on th eir  next sem i-annual in terest due dates.
Due to the absen ce of in terest due dates for certa in  re se rv e  banks on the T reasu rer 's  
re co r d s , con sid erab le  difficulty was exp erienced  in establish in g the bank interest in 
a r r e a r s  as of the audit date. It is ,  th ere fo re , urged that m ore complete records be main­
tained to include a ll dates on which in terest is  payable to the Commonwealth.
C ertain  C hecks on Hand: The previous audit rep ort included a comment relative to 
ce rta in  ch eck s payable to a re tire d  em ployee of the M etropolitan D istric t Commission 
which w ere in the o ffice  becau se that em ployee refused to accept them. These checks 
include sa la ry  item s from  O ctober 1, 1943 to M arch 31, 1946. In addition it was noted 
that th is  individual has not cashed any of his re tirem en t checks from  April 1946 to 
F ebru ary  4 , 1954, and the reco rd s indicate that a total of 127 checks have been issued to 
him during the period indicated. Of these ch eck s, 103 were found on file  in the vault of 
the State T re a s u re r  on Febru ary  4, 1954. It was noted that 70 of the checks in the vault 
have alread y been tra n s fe rre d  to the "Unpaid Check Fund" but the other 33 checks are 
s t i l l  c a rr ie d  in the "Outstanding C hecks" category on the T re a s u re r 's  record s. Of the 
rem aining 24 ch eck s not cashed, 23 checks a re  in the "Unpaid Check Fund" and one 
check is  in the "Outstanding C h ecks" category.
The total amount o f uncashed sa la ry  and retirem en t checks of this re tired  employee 
totaled $13 , 635. 97 on Febru ary 4, 1954. In addition to these m onies, it was understood 
that th is fo rm e r em ployee, who is a lso  a war veteran, has failed to withdraw his re tire ­
ment contributions which a lso  amount to a consid erable sum of money. It was learned 
that e ffo rts  a re  being made at in tervals to urge this individual to accept these monies.
Bonus D ivision - Uncashed Bonus Checks: A listing of the unpaid bonus checks in 
the State T r e a s u r e r 's  vault on the date of audit which had been returned by the postal 
au th orities becau se of poor ad d resses , amounted to $ 5 ,4 0 0 .0 0  as follow s:
P e r  L is t  F ebru ary  2, 1953 $10, 900 00
Add:
Checks Returned in C urrent P eriod  500 00
$ 1 1 .4 0 0  00
P .D . 6 141
Checks Rem ailed to P rop er A d dresses in 
C urrent P eriod  $ 300 00
Checks Over Six Y ea rs  of Age T ra n sferred  to 
Unpaid Check Fund in Current P eriod  5 ,7 0 0  00
P e r L is t February 4, 1954 5, 400 00
$ 1 1 ,4 0 0  00
It was fu rth er noted that of the foregoing, checks totaling $4 , 900. 00 w ere m ore than 
one year old. It is  again suggested that a ll such checks which were w ritten m ore than 
one year ago be tra n s ferred  to the Unpaid Check Fund.
Bonus Division - O verpaym ents: It was noted that the sum of $5 , 5 7 5 .0 0  was due to 
the Division as of Febru ary  4, 1954 on account of bonus overpaym ents made during 
previous audit periods.
The following shows the an aly sis of th ese accounts rece iv ab le  account of bonus o v e r­
payments as of the date of audit:
Balance February 2, 1953 $ 5 ,7 9 6  00
Deduct:
C ollections in C urrent P eriod  $205 00
W ritten Off as U ncollectible by
Authority of the Attorney G en eral 16 00 221 00
Balance February 4, 1954 $ 5 ,5 7 5  00
It was noted that a ll of th ese accounts had been tra n s fe rre d  to the Attorney G en era l's  
o ffice  for co llection  or disposition. It was fu rth er noted that approxim ately $4 , 5 0 0 .0 0  of 
these accounts w ere m ore than s ix  y e a rs  old and are  awaiting authorization from  that 
department to be charged off as u n co llectib le .
V eteran s' Housing -  Issue of Bonds and Notes under P erm anent Financing: As of 
June 30 , 1953, 108 p ro jec ts  w ere in perm anent financing, as follow s:
102 P ro je c ts  - Bonds Issued $ 1 1 3 ,5 6 6 ,0 0 0  00
6 P ro je c ts  - Notes Issued 8 ,9 7 3 ,0 0 0  00
$ 1 2 2 ,5 3 9 ,0 0 0  00
The bonds involved included 9 group issu e s  made on a s e r ia l  b a s is  and m aturing over 
a period of forty y e a rs , as follow s:
Date of Issue Amount Rate of In terest M atu rities
O ct. 1, 1950 $ 1 0 ,1 0 9 ,0 0 0  00 1 3/4% O ct. 1, 1951/90
Ja n . 1, 1951 1 3 ,5 5 6 ,0 0 0  00 1 3 4% Ja n . 1, 1952/91
A p r .1, 1951 9 ,2 5 1 ,0 0 0  00 1 7/8% A p r .1, 1952/91
Ju ly  1, 1951 7 ,7 8 9 ,0 0 0  00 2 1/8% Ju ly  1, 1952/91
O ct. 1, 1951 1 3 ,2 6 4 ,0 0 0  00 2 % O ct. 1, 1952/91
Ja n . 1, 1952 1 0 ,3 5 7 ,0 0 0  00 2 1/4% Ja n . 1, 1953/92
A p r .1, 1952 7 ,7 0 0 ,0 0 0  00 2 1/8% Apr. 1, 1953/92
July 1, 1952 1 0 ,7 2 2 ,0 0 0  00 2 1/4% Ju ly  1, 1953/92
O ct. 1, 1952 3 0 ,8 1 8 ,0 0 0  00 
$ 1 1 3 ,5 6 6 ,0 0 0  00
2 1/4% O ct. 1, 1953/92
The notes were in two groups, as follows
Date of
Perm anency Amount Net Rate M aturity
Ja n . 1, 1953 $ 8 ,2 7 3 ,0 0 0  00 .8479% Ja n . 26, 1954
Apr. 1, 1953 7 0 0 ,0 0 0  00 
$ 8 ,9 7 3 ,0 0 0  00
.7442% O ct. 26, 1954
Although th ese bonds and notes w ere issued in the nam es of the sev era l local housing 
au th orities, they a re , n ev erth eless, guaranteed as to payments of in terest and principal
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by th e C om m onw ealth  and a r e ,  th e r e fo r e ,  a  co n tin gen t l ia b ility  o f th e  C om m on w ealth .
Borrow ings up to $ 2 2 5 ,0 0 0 ,0 0 0 .0 0  may be made by local housing authorities under 
Chapter 200 of the A cts of 1948 as amended by Chapter 550 of the A cts of 1952. As of 
June 30 , 1953, $ 1 1 1 ,7 7 8 ,0 0 0 .0 0  of the bonds issued w ere s t il l  outstanding. The notes 
outstanding on both permanent and tem porary financing totaled $69, 5 4 7 ,0 0 0 .0 0  and, 
th ere fo re , represented  a total contingent liab ility  of $ 1 8 1 ,3 2 5 ,0 0 0 .0 0 . T his amount, 
however, does not appear in any of the debt statem en ts appended to th is audit rep o rt.
It was learned that notes w ere issued instead of bonds, on certa in  p ro je c ts  in the 
Perm anent Financing sta tu s, because bids rece iv ed  for the bonds which had been contem ­
plated w ere in e x ce ss  of the in terest maximum of 2 1/2%  allow able by statute.
Cash and S e cu ritie s : The re co rd s of th is departm ent indicated that at the c lo se  of 
bu sin ess on Febru ary 4, 1954, the cash  balance amounted to $20, 523, 046. 82 and the 
book value of se c u r itie s  totaled $430, 282, 624. 33. T hese se c u r itie s  included 
$248 , 6 4 7 ,1 2 3 . 18 appearing to the cred it of the M assach u setts Unemployment Com pensa­
tion Fund which is  in the custody of the F e d era l Governm ent in W ashington, D. C.
V eteran s' S e rv ices  Fund: It was noted in Statem ent XX of the C o m p tro lle r's  Finan­
c ia l R eport fo r the 1953 f isc a l year that the account " In te re st A ccrued and Prem ium  on 
Sale of Bonds" which amounted to $ 9 ,7 7 2 .0 9  appeared in the "R e c e ip ts "  section  of the 
Fund Statem ent. An exam ination of th is statem en t, however, indicated that th ere were 
no re ce ip ts  from  the sa le  of bonds during the 1953 f is c a l  year. An exam ination of the 
re ce ip ts  vouchers of th is fund for the 1953 f is c a l  y ear indicated that th is amount re p re ­
sented m onies rece iv ed  from  certa in  insurance com panies on Septem ber 3, 1952 to be 
cred ited  to "U nclaim ed Funds".
T r e a s u r e r 's  Annual R ep ort: An exam ination of th is rep ort indicated on Page 4 that 
$8 , 8 6 1 ,0 0 0 .0 0  was on deposit in co m m ercia l banks as of June 30 , 1953 and that 
$97 , 962. 42 in te re st had been rece iv ed  from  such deposits. A nalysis of these accounts, 
how ever, indicated the following:
C om m ercia l Bank D eposits - As of June 30 , 1953, only $ 7 ,9 1 6 ,0 0 0 .0 0  was on 
deposit. The d ifferen ce of $ 9 4 5 ,0 0 0 .0 0  was accounted for by deposits made in five banks 
between Ju ly  3 , 1953 and Septem ber 10, 1953, which w ere erron eou sly  included in this 
rep o rt as being on deposit as of June 30 , 1953.
In tere st R eceived  - C om m ercial Banks - As stated  h ereto fore , this annual report 
re fle c te d  $97 , 962. 42 as net in terest rece iv ed  on co m m ercia l bank accounts. This exam i­
nation, how ever, indicated that th is amount included a net cred it of $ 3 3 ,0 0 9 .7 3  which had 
been re ce iv ed  from  the M etropolitan D is tr ic t Com m ission as a charge for daily deficits.
It was fu rth er noted that the led ger card s for the c o m m e rc ia l banks re flected  in terest of 
$4 , 133. 84 as having been cred ited  July 1, 1952 (1953 f isc a l year) although the in terest 
had been passed through the re co rd s  as of June 30, 1952, supplem entary, and therefore 
had been included with the p rio r y e a r 's  incom e.
Statem ent No. 6 -  D irect Debt -  Page 18 - T his statem ent re flected  a total for 
In te re st -  1953 -54  as $4 , 1 6 0 ,8 3 4 .0 0 ; how ever, the detailed extensions of issu es (pages 
15 to 18 inclusive) totaled only $ 4 ,1 5 7 ,3 3 4 .0 0 .  On checking it was noted that an e rro r  of 
$ 7 ,0 0 0 .0 0  had been made in the extension of in terest for the Capital Outlay Loan, Acts 
of 1950. The c o rre c t  total was, however, used in Statem ent No. 6, Total, which 
re flec ted  the in terest due for 1954 and the indication, th erefo re , was that the relative 
fig u res of the detailed portion of the statem en t w ere not checked to the to tals.
In tere st R eceiv ab le  on S e cu r itie s : It was noted that on the date of audit, $ 5 ,4 9 6 .2 5  
of in te re st on s e c u r it ie s  was due the Commonwealth and not yet rece iv ed . During the 
co u rse  of the audit, $5 , 276. 25 of this amount was co llected , leaving th ree item s totaling 
$220 . 00 s t i l l  outstanding.
R ecen t Issu e s  of M assach u setts Bonds in Coupon F o rm : The rep ort of the State 
T re a s u re r  for the f isc a l year ended June 30 , 1953 stated :
"A ll recen t issu es of M assach u setts bonds have been in coupon form .
C u rrently , th is o ffice  is recording and accounting for approxim ately 
640, 000 coupons issued on account of sixty  d ifferent loans. "
Redeem ed Bonds: The previous audit rep ort stated :
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"In connection with th is exam ination, sev era l in stan ces w ere noted 
where bonds redeem ed by the Commonwealth had not been properly can ­
celed  by com plete perforation. T his function should be m ore carefu lly  
ex e rc ised  in the future. "
It was noted that th is condition has been co rre cted  and that fo r the period covered  by 
th is audit, a ll redeem ed bonds w ere properly canceled  by perforation.
BRADFORD D U RFEE TECHNICAL IN STITUTE R E P O R T  NO. 54-96
T ru st Funds: Section 43 of Chapter 74 of the T ercen ten ary  Edition of the G eneral 
Law s, as amended by Chapter 257 of the A cts of 1946, read s as follow s:
"T h e Board of tru stees  of each of said  institu tes sh all be a co rp o ra ­
tion for the purpose of taking by gift, bequest, o r devise any re a l or 
personal property. ”
As has been stated in previous audit re p o rts , the Board of T ru s tees  voted on Novem­
ber 4 , 1932, to tra n s fe r  the management of a ll funds entrusted to its  c a re  to the B . M. C. 
D urfee T ru st Company in F a ll R iver.
The agreem ent in effect allows the bank to re tain  the custody of the s e c u r it ie s  and 
co llect and d istribute the incom e, su b ject to the d irection  and vote of the tru s te e s . A 
nominal charge is  made by the tru st company for th ese s e r v ic e s .
It is  again suggested that the se v era l notes held in the Students' Aid Fund, totaling 
$ 1 0 1 .4 1 , which appear to be u n collectib le , and have been outstanding for approxim ately 
20 y e a rs , be charged off the books.
Institute B ook store : Attention is  d irected  to the fact that e n tr ies  in the bookstore 
cash book for cash  sa le s  could not be checked or substantiated sin ce  no daily re co rd  of 
cash sa le s  was m aintained. The en tr ies  in the cash  book m erely  re fle c t  the deposit of 
cash in the bank.
It is  suggested that the system  of record in g and accounting for daily cash  s a le s  be 
review ed for the purpose of instituting proper and effectiv e in ternal control of cash .
Frank S. Stevens T ru st Fund: As of Febru ary  8, 1954, the Fran k  S. Stevens T ru st 
Fund owed $ 2 7 5 .0 0  to the E . P . Charlton, J r .  T ru st Fund for sch o larsh ip  payments 
made from  the la tter fund in e r r o r  during previous periods.
It is  understood that th is amount w ill be re im bu rsed  as soon as th ere  is  sufficient 
incom e in the Frank S. Stevens T ru st Fund.
A m erican A ssociation  of T ex tile  C hem ists and C o lo rists  Fund: The Rhode Island 
section  of this A ssociation  donated $ 1 ,0 0 0 .0 0  to th is  institu te to estab lish  th is fund. It is  
understood that the incom e from  th is fund is  to be used to award an annual prize to the 
student subm itting the b est paper on any su b ject re la ted  to tex tile  ch em istry  with the f ir s t  
award being made in 1952.
One of the conditions of th is  fund is  as follow s:
"In the event that le s s  than four competing papers a re  subm itted for two 
su ccessiv e  y e a rs , the com petition is  to be discontinued and the principal 
and accru ed  in terest of th is fund delivered to the National T re a su re r  of the 
A m erican  A ssociation  of T ex tile  C hem ists and C o lo r is ts ."
It was noted that four competing papers had not been subm itted for 1952 or 1953.
However, it is  understood that verbal authority was rece iv ed  from  the A m erican 
A ssociation  of T extile  C hem ists and C o lo rists  to continue th is activity  until D ecem ber 31, 
1954.
A thletic F e e s : A review  of the reco rd s m aintained for the accounting of the Student 
A thletic F ee  indicated that the amount shown as paid during the audit period was $ 2 0 .0 0  
g rea te r than the amount turned over to the A thletic A ssociation by the Institu te. This 
m atter was brought to the attention of the proper personnel who w ere advised to locate 
the cause of th is v ariance.
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BELCH ERTOW N STA TE SCHOOL R EP O R T NO. 54-97
Bank R econ cilia tion s: The two previous audit rep o rts  comm ented that the pay ro ll 
bank statem en ts as of the date of audit had not been recon ciled  for two and th ree m onths. 
In th is connection it was again noted on the date of the cu rren t audit that bank statem ents 
of a ll accounts had not been recon ciled  for th ree m onths.
It is  urged that im m ediate step s be taken to effect th ese reco n cilia tio n s cu rren tly .
Signing of C hecks: It was noted that the signing of checks in blank in advance, as 
comm ented in the previous audit rep o rt, has been discontinued.
P atien ts ' Funds: Cash belonging to the P atien ts ' Funds which is  not n ecessa ry  in 
the norm al cou rse of operations has been deposited in the loca l National Bank where the 
ra te  of in terest paid is  consid erably low er than that paid by Savings Ban ks. It is ,  th e re ­
fo re , recom m ended that th ese funds be deposited in Savings Banks where m ore in terest 
may be earned.
E x c ise  Tax on T o ll Telephone C a lls : Em ployees of th is institution who make 
personal to ll telephone c a lls  through the fa c ilit ie s  o f th is  institution and who subsequently 
make re im bu rsem en t th ere fo re  w ere not, a s  of the date of audit, paying the federal 
e x c ise  tax  on to ll c a lls . W hile th is audit was in p ro g ress  n ecessa ry  arrangem en ts were 
com pleted to charge a ll em ployees for th ese ta x e s .
M a teria ls  and Supplies: The adjustm ents in the M a teria ls  and Supplies account for 
the audit period w ere review ed and it was noted that overage adjustm ents totaled $580 .06  
while the sh ortage adjustm ents totaled $607. 90 or an aggregate of $ 1 ,1 8 7 . 96 on issu es of 
$ 3 4 8 ,4 5 8 . 88.
D epartm ent of Ind ustrial A ccidents -  Com pensation: R ecord s of compensation to 
em ployees of th is institution by the State Ind ustrial A ccident Board w ere examined and 
it was noted that one em ployee, who had been rece iv in g  d isability  com pensation since 
November 23, 1951, had not rece iv ed  cred it for 48 1 /4  days of s ick  leave and vacation 
tim e accru ed  to June 30 , 1953. T h is em ployee had not rece iv ed  the difference between 
her sa la ry  and the to tal of h er d isab ility  com pensation.
It is  recom m ended that th is institution p ro cess  th is  m atter in the manner prescribed  
in the Pay R oll Manual issued by the C o m p tro lle r 's  Bureau.
TEA C H ERS' R ET IR EM EN T  BOARD R EPO R T NO. 54-98
C onfirm ations of Paym ents by C ities and Towns: A total of 356 v erification  notices 
w ere m ailed to the tr e a s u re rs  of various C ities and Towns in the Commonwealth for the 
purpose of confirm ing paym ents to the Board during the 1953 calendar year. Of these 
only 295 w ere returned.
R eim bu rsem en ts to C ities and Tow ns: Paym ents from  the f isca l year 1954 appro­
priation  totaled $ 1 ,4 5 8 ,7 9 9 .8 8 .  This amount was for reim bu rsem en ts due through June 
30 , 1952 and included amounts due the City of Boston as of that date.
R eco rd s - M icro film : The bookkeeping re co rd s  re latin g  to te a ch ers ' deposits for 
the 1953 calend ar year w ere m icrofilm ed  by ord er of the T e a ch e rs ' R etirem en t Board 
while th is audit was in p ro g ress .
EM ERG EN CY FINANCE BOARD R E P O R T  NO. 54-99
A ctiv ities of B oard : A sum m ary of the re sp ectiv e  number of ca se s  requiring Board 
action o r approval during the f isc a l year ended June 30, 1953, follow s:
No. of Item s P ro  Rata
D escrip tion Authority Acted Upon Expense
P ost W ar Rehabilitation Chap. 5 A cts o f 1943 11 $ 1 ,3 7 7  00
P ublic W orks P ro je c ts Chap. 74 A cts of 1945,
as amended 10 1, 635 74
C reation  of Stabiliation  Fund Chap. 124 A cts of 1945 1 _
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E xtraord in ary  R ep airs to 
Public Buildings 
Municipal R e lie f
Form ation of Regional 
School D is tr ic ts  
School Building A ssistan ce
Civil D efense Loans 
Debt L im it for C ities 
and Towns
Chap. 275 A cts of 1948 
Chap. 90 A cts of 1949, 
as amended
Chap. 638 A cts of 1949 
Chap. 528 A cts of 1950, 
as amended 
Chap. 580 A cts of 1951
Chap. 56 A cts of 1952
25 $ 1 ,3 7 8  00
21 2 ,3 9 8  20
28 3 ,9 3 4  24
64 3 ,8 6 1  62
2 186 00
79 4 ,3 7 9  10
241 $ 1 9 ,1 4 9  90
83
R E P O R T  NO. 54-100
Total Number of Board M eetings -  1953 F isc a l Period 
DIVISION OF INDUSTRIAL ACCIDENTS
Change in D epartm ental S tru ctu re : Chapter 314 of the A cts of 1953, effectiv e May 
1, 1953, repealed  Chapter 24 of the G eneral Laws under which the D epartm ent of Indus­
tr ia l  A ccidents operated. Said Chapter 314 fu rth er amended Chapter 23 of the G eneral 
Laws by creatin g  within the Departm ent of Labor and Ind u stries a Division of Industrial 
A ccid ents. In th is connection Section 1 of Chapter 314 of the A cts of 1953 read s as 
follow s:
"Section  1. Chapter 23 of the G en eral Laws is  hereby amended by 
inserting at the end th ereof the following ten section s under the caption 
DIVISION OF INDUSTRIAL A CCID EN TS:- Section 14. T h ere sh all be 
in the departm ent but not under its  supervision  o r control a division of 
ind ustrial accid en ts, consisting of the ind ustrial accid ent board h e re ­
inafter provided for . . . "
Bonded P ositio n s: It was noted that the comm ent in the previous audit rep ort re co m ­
mending the bonding of certa in  em ployees has been com plied with.
Accounts R eceiv ab le : The outstanding accounts rece iv ab le  on February 23 , 1954 
totaled $ 4 ,3 8 4 . 53 and w ere aged as follow s:
Calendar Y ear Charges
1954 $ 2 ,0 0 7  50
1953 1 ,411  57
1952 200 00
1951 111 00
1950 10 00
1949 and p rior 644 46 
$ 4 ,3 8 4  53
The last item  in the foregoing lis t  included $ 5 7 5 .0 0 , representing assessm e n ts  made 
on insurance com panies and se lf - in s u re r s  for "C ost of F a ilu re  to F ile  N otice" of injury 
re p o rts  as requ ired  under Section 19 of Chapter 152 of the G en eral Law s.
Inasmuch as there is doubt as to the collectibility of these items, it is suggested that 
the accounts comprising this amount be referred  to the Attorney General for disposition.
Suspense Accounts R eceiv ab le : On February 23, 1954 th ere  w ere 46 charges pend­
ing for reim bu rsem en t of Im partial Exam inations, o r 7 le s s  than those noted at the tim e 
of the previous audit. It was noted that the bookkeeping o ffice  review s ten to fifteen case  
h is to rie s  each month and when each ca se  is  decided the charge is  tra n s fe rre d  to the 
active accounts rece iv ab le  and the proper insurance company or s e lf- in s u re r  is  billed .
Insurance Deposit Fund: T h is fund orig inally  consisted  of funds of certa in  defunct 
foreign insurance com panies and su re tie s  held in tru st by th is Division for payment of 
p ossib le c la im s against them . The sum of $12. 31 which was expended during th is audit 
period, closed  out th is account. However, it is  understood that a fu rther dividend may 
be forthcom ing, in which event, a fu rth er distribution to cred ito rs  w ill be made.
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In th is connection it was noted that the Division s t il l  has on hand 9 checks totaling^ 
$ 9 6 .0 8  from  a d istribution made on May 16, 1952, which w ere returned as "u nlocated " 
by the P ost O ffice . It is  suggested that these checks be disposed of in accordan ce with 
law.
P ublic Em ployees Compensated fo r In ju r ie s : The appropriation for th ese purposes 
in the 1953 year totaled $ 5 0 5 ,0 0 0 .0 0 , an in crea se  of $ 9 2 ,0 0 0 .0 0  over the previous year. 
The reaso n s for th is continued in crea se  have been com m ented on in previous audit 
re p o rts . It was also  noted that se v e ra l attem pts have been made to provide a safety pro­
gram  fo r State em ployees in ord er to reduce the number of accid en ts, but as of the date 
of th is audit no definite action has been taken.
F a ta l Ind ustrial A ccid en ts: The recom m endations made in th is connection in the 
previous audit rep ort w ere d iscu ssed  with the ch ief of the inspection section  and it is 
understood that the following suggested proced ures would be put into effect in the so - 
ca lled  "F a ta l  B ook ":
(a) All deaths w ill be record ed  chronologically  in alphabetical ord er in
a ring binder.
(b) A ll en tr ie s  in th is re co rd  2 y e a rs  and o ld er w ill be review ed period­
ica lly . A lis t  of deaths record ed  m ore than one year which are 
not in p ro cess  of adjudication w ill be brought to the attention of the 
Board .
STA TE TEA CH ERS C O LLEG E AT LO W ELL R EP O R T NO. 54-101
Lunchroom : The lunchroom  is  operated by a c a te r e r  who has been serving students 
fo r the past th ree y e a rs . He pays all em ployees and fu rn ishes the dishw are. He also 
c lean s up the en tire  lunchroom  every afternoon. The Commonwealth furnishes all the 
u tilit ie s  and th ere is  no ren ta l charge made to him.
Inasm uch as the p rice s  charged by him a re  quite low, the P resid ent feels  that if a 
ren ta l ch arge w ere made it would probably re su lt in higher p rice s .
NEW BED FO R D  IN STITU TE O F T E X T IL E S  
AND TECHNOLOGY REPO RT NO. 54-102
A m erican  A ssociation  of T e x tile  C hem ists and C o lo rists  Fund: The Rhode Island 
sectio n  of th is A ssociation  donated $ 1 ,0 0 0 .0 0  to this institute to establish  this fund. It 
is  understood that the incom e is  to be used to award an annual prize to the student sub­
m itting the b est paper on any su b ject re lated  to tex tile  chem istry  with the f irs t award 
being made in 1952.
One of the conditions of th is  fund is  as follow s:
"In the event that le s s  than four competing papers a re  submitted for two 
su cce ss iv e  y e a rs , the com petition is  to be discontinued and the principal 
and accru ed  in terest of this fund delivered to the National T re a su re r  of the 
A m erican  A ssociation  of T ex tile  C hem ists and C o lo rists . "
It was noted, however, that four competing papers had not been submitted during 
1952 o r 1953, however, it is  understood that the A m erican A ssociation of Textile 
C h em ists and C o lo rists  w ill be requested to continue th is activity .
P erson n el T im e R eco rd s : It was noted that no perm anent tim e reco rd s were being 
m aintained for the personnel o f th is institu te.
Since such tim e re co rd s a re  n ecessa ry  to substantiate sa la ry  payments and cred its 
fo r vacation and s ic k  leav e, it is  recom m ended that such reco rd s be installed as soon as 
p o ssib le .
A thletic Fund: The re ce ip ts  and d isbu rsem ents for guarantees on account of gam es 
could not be com pletely or accu rate ly  checked because correspondence concerning 
se v e ra l of th ese could not be located.
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M ETROPOLITAN STA TE HOSPITAL R E P O R T  NO. 54-103
P atien ts ' Funds: It was noted that the P atien ts ' Fund bank account includes as out­
standing 27 checks that have been in that category for m ore than one y ear. It is  sug­
gested that payment be stopped on them and the proceeds be properly cred ited  to 
patients' accounts.
It was fu rth er noted that th ere  a re  funds belonging to 11 patients who have been 
"d isch arg ed " o r "e scap e d " for m ore than 7 y e a rs . It is  suggested that the money 
involved be tra n s ferred  to the State T re a su re r  in com pliance with Section 39A of Chap­
te r 123 of the T ercen ten ary  Edition of the G eneral Law s, as amended.
Canteen: It was noted that the Canteen cash  book was not being cu rren tly  m ain­
tained. On the date of audit e n tr ies  for the month of Febru ary  1954 had not yet been 
recorded. These reco rd s should, of co u rse , be kept cu rren tly .
It was also  noted that no Spoilage Book is  being m aintained at the Canteen. It is  
suggested that such a re co rd  be estab lish ed  and m aintained.
MASSACHUSETTS MARKET AUTHORITY R E P O R T  NO. 54-104
Engineering C ontracts: Two con tracts  for engineering s e rv ic e s  w ere exam ined.
The f ir s t  contract for $ 4 0 ,0 0 0 .0 0  provided for a p re lim in ary  engineering re p o rt, and 
under this contract $ 2 2 ,0 0 0 .0 0  had been paid or was payable from  the Com m onw ealth's 
advance at the tim e when arrangem ents were made to obtain a fu rth er advance from  the 
Federal Government under the provisions of Public Law 352, 81st C o n gress. Since 
under the term s of this Fed eral advance no work alread y com pleted could be paid from  
that money, only the rem aining $ 1 8 ,0 0 0 .0 0  of th is f ir s t  co n tract could be paid from  th ese 
Federal funds.
A second contract for $ 6 0 ,0 0 0 .0 0  for plans fo r s ite  preparation  was paid from  the 
advance received from  the F ed eral Governm ent, and total payment on th is  co n tract was 
made in April 1953.
Repayment of Advance: Under the te rm s of the act establish in g the M assach u setts  
Market Authority, the advance money was to be returned to the Commonwealth upon the 
issuance of the revenue bonds. Since no bonds a re  to be issued, it is  recom m ended that 
the remaining cash of the Authority amounting to $ 8 7 .0 2  be turned over to the State 
T reasu rer .
Disposition of Equipment, R eco rd s, e t c . : It was noted that the equipment of the 
Authority has been turned over to the C om m ission on A dm inistration and F in ance except 
for one file  cabinet which now contains the re co rd s  of the Authority. T h is cabinet is  
currently in the custody of the la s t Chairm an of the Authority.
It is  recom m ended that a ll the rem aining re co rd s and the books of account be turned 
over to the State L ib rary  under the provisions of Section 39 of Chapter 6 of the G en eral 
Laws.
SPECIA L COMMISSION ON THE STRUCTURE 
OF THE STA TE GOVERNMENT R E P O R T  NO. 54-105S
Consultants' C o n tracts : It was noted that con tract payments totaling $ 2 4 ,7 3 5 .0 0  
were made to a firm  of consultants from  New Je r s e y , who w ere engaged in making a 
lim ited jo b -sa la ry  survey as d escribed  in the C om m ission 's statem ent of November 24, 
1953 entitled "Statem ent Regarding Treatm ent of the Salary  A rea in the C om m ission 's 
P erson n el Study” . The d isbu rsem ents made w ere in full payment of the following 
co n tracts :
Contract
Number Date P eriod  Rate of Compensation
1* Nov. 13, 1953 Nov. 30 , 1953 to P rin cip a l:
D ec. 31 , 1953 $100 00 per day - se rv ic e s  and
$15 00 per day -  living expenses
A ssociates (2):
$75 00 each per day - se rv ic e s  and 
$15 00 each per day -  living expenses
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2 * *  D ec. 30, 1953 Ja n . 1, 1954 to P rin cip al and two a sso c ia te s :
M ar. 15, 1954 $ 7 ,0 0 0  00 per month for sta ff
Summary
C ontract #1 Paym ents $ 7 ,2 3 5  00
C ontract #2 Paym ents 1 7 ,500  00
$ 2 4 ,7 3 5  00
* Approved by sp ecia l com m ission  on the 
stru ctu re  of the State Government
* *  Approved by C om m ission er of A dm inistration and Finance 
BOSTON STA TE HOSPITAL R EP O R T NO. 54-106
M ultiple S c le ro s is  R esearch  Fund: T his fund is  in the p ro cess of being closed 
b ecau se the National and State groups which fo rm erly  financed it have apparently with­
drawn th eir  support. T h ere is ,  how ever, a p o ssib ility  that another group within this 
State may o ffer fin ancial support to th is^clin ic in the near future.
Bonding of E m p loyees: It was noted that th ere  a re  presen tly  eight em ployees with 
reg u larly  assign ed duties in the Institution T re a s u re r ’ s o ffice  and of th ese , only four are 
bonded. B ecau se  of the a cce ss ib ility  of a ll em ployees to cash , e t c . , it is  recommended 
that a ll th is  personnel be bonded.
M ate ria ls  and Supplies: The te s t inventory of m a teria ls  and supplies taken in con­
nection with th is  audit as of M arch 15, 1954, indicated total sh ortag es of $ 6 .3 5  and 
o v erag es of $33. 61. Stock ledger adjustm ents made during the audit period totaled 
$ 9 9 3 .4 6  and of th is  amount, $149. 26 rep resented  overages and $844. 20 represented 
sh o rtag es . A djustm ents w ere found n ecessa ry  because of the usual reason s, such as, 
c le r ic a l  e r r o r s ,  sp o ilage, shrinkage, e tc .
BOSTON ARENA AUTHORITY REPO RT NO. 54-107
G en era l: The Boston A rena Authority was created  to provide an indoor hockey and 
skating rink for the p rim ary use of individuals, schools and am ateur team s in the cities 
and towns of the m etropolitan parks d is tr ic t. The legislation  which created  this Author­
ity appropriated $ 3 2 5 ,0 0 0 .0 0  for its  purposes and fu rther provided that $ 2 8 0 ,0 0 0 .0 0  of 
th is  to ta l be expended to acqu ire  the Boston A rena, leaving the Authority only $ 45 ,000 .00  
for operating cap ital.
Attention is  d irected  to the fact that a ll of the a sse ts  thus acquired were and s till are 
badly run-down and that many oth er item s of equipment needed to su ccessfu lly  operate a 
p ro je c t of th is type w ere legally  removed by the p rior owners before tran sfer of title  to 
the Authority.
It m ust be adm itted that the fundamental and worthwhile purposes of the Authority 
provided by statute a re  not of the type that w ill earn the profits n ecessary  to physically 
reh ab ilita te  the property and to acquire equipment needed for full usage of these 
fa c il it ie s .
The Authority in its  annual rep ort l is ts  the following item s as "m ost vital and 
e s s e n t ia l" ,  and th is  D epartm ent as a re su lt of this audit ag rees thoroughly with their
con clu sion s:
1. Plumbing $ 2 0 ,0 0 0  00
2. Renovation of D ressin g  Room s 3 ,0 0 0  00
3 . Rew iring 5 ,0 0 0  00
4. E lim ination of Windows 8 ,0 0 0  00
5. R eplacem ent of F lo o rs  and Piping 50 ,0 0 0  00
6. Painting 6, 000 00
7. Roof R ep airs 1 ,0 0 0  00
8. Engine Room Im provem ents 2, 500 00
9. B ask etb all Floor and T rack 1 6 ,000  00
Total $111, 500 00
P .D . 6 149
In view of the substantial amount of public funds already invested in this p ro ject, if 
fu rth er funds in the amounts above listed  w ere made available to th is Authority, the 
financial stability  of the Authority would be insured and the fa c ilit ie s  now available for 
public use could be extended to include other ac tiv itie s  only contem plated in the le g is ­
lation.
With due consideration given to the condition of the property when acquired and the 
fu rth er fact that the Authority was allowed very little  tim e for preparation for the 1954 
season , the Authority shows a net incom e for the period from  Ju ly  17, 1953 to February 
28 , 1954 of $ 1 4 ,0 7 8 .0 1 , but, at the sam e tim e, it m ust be pointed out that th is period 
does include the four m ost profitable months of an average season ; v iz . , November 
through Febru ary.
In sp ite of the many handicaps involved, the p resen t Authority has made comm end­
able p ro g ress  and has provided econ om ical, constru ctive and p ro g ressiv e  managem ent.
Accounts R eceiv ab le : The accounts rece iv ab le  on the date of audit consisted  of 
$6 , 519. 80 from  schools and co lle g es , and $ 3 4 8 .0 3  from  o th ers . It was noted that no 
provision for bad accounts has been made because in the opinion of the adm inistrative 
sta ff a ll accounts a re  co lle ctib le .
In th is  connection it is  suggested that m ore c a re  should be taken in the methods of 
postings to the subsid iary accounts rece iv ab le  led ger. It is  a lso  recom m ended that a 
t r ia l  balance be taken of th is  ledger regu larly  and that it be recon ciled  with the general 
ledger control account.
Insurance Coverage: In addition to the fid elity  bonds of the Authority m em bers and 
tr e a s u re r , the following insurance coverage was also  available:
Coverage Amount
G eneral -  Automobile L iability  $ 5 0 ,0 0 0  00
Robbery and B u rg lary  5 ,0 0 0  00
F ir e  6 2 5 ,0 0 0  00
W orkm en's Compensation As Required
by Statute
The fire  insurance policy was not exam ined. It is  understood, how ever, that th is 
policy had been tra n s fe rre d  from  the previous owner and w ill exp ire in A pril 1954.
Em ployees' T axes Withheld and A ccrued Pay R oll T a x es : The balance in the 
Em ployees' T axes Withheld account in the amount of $ 5 ,7 1 7 .8 9  re p rese n ts  Fed eral 
incom e taxes and Social Security  taxes withheld from  em ployees during the period July 
17, 1953 to Febru ary  28 , 1954. The balance in the A ccrued Pay R oll T axes account in 
the amount of $7 1 9 .9 7  re p rese n ts  the em p loy er's  sh are of the F e d era l Social Security  
taxes for the sam e period.
N orm ally th ese funds would have been forw arded to the D is tr ic t D irecto r of Internal 
Revenue at least qu arterly . The delay however in forwarding th ese funds was because 
it is  understood that it had not been determ ined whether the em ployees w ere to be 
covered  by the F ed eral Insurance Contribution Act for th is en tire  period. It is  under­
stood that an o ra l ruling has been obtained and the em ployees com e within the provisions 
of th is  act, effectiv e Jan uary 1, 1954. No w ritten confirm ation of th is fact was available, 
however. Inasmuch as the elem ent of doubt only concerned Social Security  ta x e s , no 
reason  can be seen why the incom e taxes withheld had not been forwarded to the Fed eral 
au th orities, pending the determ ination of the em ployees' Social Security  statu s.
In th is  connection it was noted that the taxes withheld to D ecem ber 31, 1953 were 
rem itted  to the D irec to r of Internal Revenue while th is audit was in p ro g ress .
D isbu rsem ents from  Cash R eceip ts : It was noted that substantial cu rren cy  d isb u rse ­
m ents from  cash re ce ip ts  w ere made averaging $ 2 ,4 0 0 .0 0  per month during the th ree 
months ending February 28, 1954. T hese d isbu rsem ents consisted  in the main of pay­
m ents to hockey o ffic ia ls  and e x tra  police guards.
It is  recom m ended that th is p rac tice  be discontinued and that a ll future payments be 
made by check. It is  fu rther suggested that cash re ce ip ts  should be deposited intact as 
often as is  p racticab le .
It is  understood that th ese disbu rsem en ts a re  made occasion ally  because it is  
im p ractica l to obtain tfie cou n ter-sign atu re of a m em ber of the Authority. It is  th erefore  
suggested that the general m anager be given an advance cash fund, which should be
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deposited and from it checks for payments should be drawn which are presently being 
made from cash receipts. This account would, of course, only be used for the purposes 
indicated.
Bonding of Members of the Authority and Employees: At the present time members 
and the treasu rer of the Authority are bonded in conformance with statute. It was, how­
ever, noted that certain employees in the business office, ticket office and the conces­
sions department are not bonded. As these employees frequently handle substantial 
amounts of cash, it is advised that fidelity bond protection be obtained for them.
G en eral Recom m endations: It is  noted that certa in  re co rd s could be maintained or 
im proved so that m ore effectiv e operations and con tro ls  would be provided. These 
m a tters  w ere d iscu ssed  with the gen era l m anager during the cou rse of this audit, and 
include the following:
1. M inutes of a ll m eetings of the Authority should be m aintained as part
of the perm anent re co rd s  and be approved by the Authority.
2. A daily log of a ll sp orts a c tiv it ie s , e t c . , should also  be maintained.
T his re co rd  could be used as a checking medium to insure that all 
incom e accru ab le  has been accounted fo r .
3 . A ll gu arantees and percentage arrangem en ts with p rom oters, schools,
co lle g es  and hockey leagues should be se t forth  in w riting. These 
instru m ents could be made available for audit control purposes.
4 . A change in the m anner and policy of sellin g  tick e ts  through the
sch ools should be effected , as adequate control in th is  d irection 
appears to be lacking.
F is c a l  Y e a r : It is  suggested that som e thought be given to setting up the affa irs of 
th is  Authority on a f is c a l  y e a r , possibly to end on June 30. By th is arrangem ent a com­
plete activ ity  cy c le  w ill be included within a tw elve month period. At the present time, 
the re co rd s  a re  arranged on a calend ar year b a s is , which fo rce s  parts of one season 's 
a c tiv it ie s  to be rep resen ted  for accounting purposes in two sep arate years.
DIVISION O F THE BU N D  REPO RT NO. 54-109
F a ll  R iv e r  W orkshop: It was noted that bank deposits a re  now being made three and 
four tim e s  a month apparently in com pliance with a recommendation made in this con­
nection  in the previous audit re p o rt. It was fu rther noted that a safe has been installed 
in th is workshop.
Accounts R eceivab le  - Overdue Accounts: On the date of audit the outstanding over­
due accounts rece iv ab le  for the y e a rs  1952 and previous totaled $ 1 ,0 6 6 .8 3 . In addition, 
th ere  was $ 5 ,1 4 1 .7 9  outstanding for 1953 ch arges of which a substantial part has been 
due for as long as nine months.
W hile th is  audit was in p ro g ress  $ 1 ,2 8 3 . 96 was co llected  on the foregoing outstand­
ing accou nts. It is  a lso  understood that the Division has completed arrangem ents to 
co lle c t on a periodic b a sis  from  certa in  of the delinquent accounts. It was further noted 
that no cred it w ill be perm itted to known slow payers and henceforth all business with 
them  w ill be done on a cash  b a s is .
It is  suggested that a ll oth er delinquent accounts together with those which are not 
being liquidated in accord an ce with a p rio r agreem ent be turned over to the Attorney 
G en eral for co llectio n .
Suspense Accounts R eceiv ab le : During th is audit period active accounts receiv able 
in the amount of $2, 535. 38 w ere tra n s ferred  to the "Su sp en se", a section  of the accounts 
re ce iv a b le  and w ere re fe rre d  to the Attorney G en eral. During this period a total of 
$1 , 623. 96 of "Su sp en se” accounts were tra n s fe rre d  back to the active accounts re ce iv ­
able led g er. Of th is la tte r  amount, $ 1 ,4 0 6 . 86 was charged off as uncollectib le by 
authority of the Attorney G eneral; goods returned fo r cred it amounted to $119. 16 and 
cash  rece iv ed  was only $97. 94. In addition the Attorney G eneral authorized the charge 
off of an active account which had never been tra n sferred  to the "Su sp en se" section .
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F ed era l P articipation  - G eneral A dm inistration: At p resent and in accordan ce with 
the approved plan of Fed era l participation  in the expenses for "G en eral A dm inistration, 
Aid to the B lin d ", on e-h alf of 5% of the s a la r ie s  of the personnel in the bookkeeping 
departm ent is  reim bu rsed  by the Fed eral Governm ent. Of the expenses for rent and 
light on e-h alf of 32% is  paid by the Fed eral G overnm ent. O ne-half of 50% of the telephone 
expense is  reim bu rsed  to the State. The s a la r ie s  of other m em bers of the personnel a re  
reim bu rsed  on the b a sis  of 50% of the following p ercentages:
D irector
S e cre tary  to the D irecto r 
Telephone O perator 
Ju nior C lerk
Ju nior C lerk  and Stenographer 
A ssistan t Supervisor of the Blind 
Senior W orkers with the Blind (9) 
Senior W orker with the Blind 
Guides to Blind W ork ers (5)
Senior S ta tis tica l C lerk 
Ju nior C lerks and Stenographers (2) 
Ju n ior C lerk  and Typist 
W orker with the Blind
22%
22%
50%
22%
22%
100%
100%
V ariab le  (50% to 75%) 
100%
100%
100%
10%
95%
Cam bridge Ind ustries -  Inv en tories: A physical inventory of m a ter ia ls  and supplies 
was taken on the date of audit. The raw m a teria ls  indicated a net overage of approxi­
m ately $ 2 0 0 .0 0  when com pared with the book inventory. The finished good inventory 
indicated a net shortage of 41 dozen broom s and 15 dozen m ops. In connection with th is 
broom  shortage the following was noted:
Under the p resen t system  a count of broom s is  taken a fter the manu­
facturing p ro cess  known as the " f ir s t  winding", and is  entered in the stock 
led ger. However, a fter th is figure is  entered spoilage frequently develops 
in the rem aining manufacturing operations. Often the inspection d ep art­
ment a lso  throws out poor work and the handles and part of the broom  corn 
is  salvaged. The "spoilage and throw out" item s a re  not subm itted to the 
ledger c le rk  for entry nor a re  broom s which a re  used for ja n ito r ia l work.
Such om issions are  of cou rse partly  responsib le for the inventory d iffer­
en ces.
It is  fu rther mentioned that only one physical inventory was taken by this 
Division sin ce the previous audit. No adjustm ents of d ifferen ces between 
the stock  books and physical inventories w ere made as a re su lt of th is  inven­
tory which was taken as of June 30 , 1953. The book figu res at that tim e 
were sim ply disregarded and the physical inventory balances thereupon 
entered on the new stock ledger.
It is  recom m ended that the figu res for finished goods furnished to the 
stock  ledger c le rk  indicate only the count of goods put into the stock  room 
after final inspection. It is  also  recom m ended that varian ces in physical and 
book inventories be adjusted in the m anner outlined in the C om p tro ller's  
Accounting Manual. B room s used by the ja n ito r , if taken from  finished goods, 
should be charged out in the proper m anner.
Credit Memos and A djustm ents: It was noted that c red it m em os and adjustm ents a re  
now being signed by an authorized employee in accordan ce with a recom m endation in the 
previous audit rep ort.
G en eral: A rep ort of a Special Com m ission established  to "M ake a Study of C ertain  
M atters Relating to the B lin d" was issued in D ecem ber 1950 as House Document No. 1951.
As a  re su lt of th is rep ort the leg isla tu re  enacted Chapter 676 on Septem ber 11, 1951 
amending certa in  sectio n s of Chapter 15 of the G en eral Law s. B r ie fly , the new law 
esta b lish es  within the Division of the Blind five Bureaus as follow s:
Bureau of Medical Care
Bureau of Individual Services
Bureau of Rehabilitation
Bureau of Industrial Aid and Workshops
Bureau of Research
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The new law also m akes the D irecto r "the executive and adm inistrative head of the 
D ivision . It also  s ta te s  that "th e advisory board shall e x e rc ise  advisory powers only".
Chapter 673 also  enacted on Septem ber 11. 1951 but containing an em ergency p re ­
am ble, amends Chapter 69 of the G eneral Law s. T his Act defines the duties of the 
D irec to r and the new Bu reau s.
On the date of audit the reorganization , in accordance with Chapter 676 of the Acts 
of 1951, was not com pleted.
D EPA RTM EN T O F NATURAL RESO U RCES REPO RT NO. 54-110
Pay R o lls : It was noted that sin ce July 1, 1952 all pay ro lls  have been paid on a 
monthly b a s is  by the State T re a su re r .
Bonded P ositio n s: At p resent th ere are  only 4 em ployees handling State cash who 
a re  bonded, but th ere  a re  se v e ra l o th ers who also handle cash  but for whom no bonds 
have been obtained. It was noted that budget requ ests for funds to bond such employees 
in the re crea tio n  a re a s  has been denied in previous y e a rs . It is  n evertheless urged that 
a ll em ployees handling State cash  be bonded.
F e d era l G ran ts: C ertain  p ercentages of amounts expended for Farm  Forestry  
P r o je c ts ,  C o-op erativ e D istribution of F o re st Planting Stock, and Prevention of Forest 
F ir e s  a re  re im bu rsed  by United States Fed eral G rants. It was noted that a ll such grants 
by the F e d era l Governm ent had been rece iv ed  and properly allocated.
P a rk s  and R ecreatio n  - Accounts R eceiv ab le : On M arch 15, 1954 the suspense 
accounts rece iv ab le  totaled $ 4 0 7 .9 5  and during the audit period accounts totaling $170 .75  
had been re fe rre d  to the Attorney G eneral for co llection . It was also  noted that $ 65 .20  
was cred ited  to the control account during the sam e period. It is  suggested that s t ill 
another account amounting to $324. 00 for house rent which had been billed to a tenant, 
now d eceased , should be re fe rre d  to the Attorney G eneral for disposition.
Bid and Specification  D eposits: The following indicates those deposits held in the 
o ffice  sa fe  on the date of audit:
C ertified  Checks 
O ther Checks 
Cash 
Total
$ 4 ,1 3 0  00 
145 00 
80 00 
$ 4 ,3 5 5  00
It was noted that the reco rd s for handling bid and specification  deposits have not yet 
been in sta lled , and it is  th ere fo re  suggested that the C om p tro ller's Bureau be contacted 
in th is reg ard . At the present tim e only a lo o se -le a f reco rd  is  available but even this 
folio was not being cu rren tly  m aintained. . . . . . .  .  ..
It was a lso  noted that a $ 5 .0 0  cash  deposit could not be properly identified as of the
date of audit.
T re e  O rder - Advance D eposit: At the date of audit a check for $4 4 .0 0  dated 
June 10, 1953 was noted as being held in the o ffice  of the Division of F orest and P ark s. 
T h is check rep resen ted  an advance payment fo r a tre e  ord er of the Nantucket S o il  Con­
serv atio n  D is tr ic t , delivery of which was postponed to spring of 1954. The bookkeeper 
was advised to deposit th is  check and it was a lso  suggested that a ll checks and cash 
re ce iv ed  as incom e be deposited when receiv ed .
Check D eposit Held in E scro w : It was noted that a check for $2, 318. 88 had been 
deposited with the State T re a s u re r  on Septem ber 4 , 1953 to be held in escrow  pending 
the adjudication of a law ca se  with a fish  company. In this connection a d ecree has been 
en tered  with the Salem  Court A pril 27, 1954 forfeitin g  th is amount to the Commonwealth. 
It w ill be cred ited  to the account for Law En forcem ent Incom e, Fin es and P en alties.
Mink C e rtifica te s  - R enew als: It was noted that tw enty-five 1953 mink c e r tifica te s  
had not been renewed fo r the year 1954 to M arch 15, 1954. A lis t of the nam es and 
ad d resses  of those concerned was turned over to the Chief Law En forcem ent O fficer of 
th is D epartm ent.
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Pay R o lls  -  W eekly R eports and T im e R eco rd s: A te s t check o f weekly rep o rts  and 
tim e reco rd s of personnel in the field  indicated one rep ort m issing and two rep o rts  not 
com pleted. As th ese rep o rts  a re  supposedly used for pay ro ll purposes it is  suggested 
that they be filed  weekly, and include com plete tim e reco rd s for a ll p ersons employed 
within that period. It is  fu rther suggested that these rep orts be signed by som eone in 
authority and also  be approved by whoever is  responsib le for approving pay ro ll pay­
m ents.
Pay R oll Overpayment: It was noted that a pay ro ll overpaym ent to a form er 
em ployee of $28. 27 was made in Septem ber 1953. The reco rd s fu rth er indicate that a 
check for $ 1 1 .0 4  made out to him was being held in the accounting o /fice  pending the 
co llection  of the overpaym ent. It is  urged that steps be taken to adjust this en tire 
transaction  before the close  of th is f is c a l  year.
C lassified  Pay R oll -  Daily T im e R eco rd s: It was noted that daily tim e reco rd s 
w ere not being m aintained. Individual card  re co rd s of s ick  leave, vacation tim e and 
days absent a re  however available.
Gypsy Moth Control P ro g ram : Chapter 148 of the A cts of 1954 authorizes the 
C om m ission er, with the approval of the Board , to institu te a program  of gypsy and 
brown ta il moth control effectiv e Febru ary 24, 1954.
The co st of the program  including the in terest on any notes issued sh all be appor­
tioned on the b asis  of th irty  per cent to the Commonwealth and seventy per cent to the 
c itie s  and towns in the region o r regions establish ed  under the authority and d irection  of 
the C om m issioner.
To m eet the expenditures n ecessa ry  in carry in g  out the provisions of the a c t, the 
State T re a su re r  sh all, upon requ est of the Governor and Council, borrow  against the 
cred it of the Commonwealth, from  tim e to tim e, such amounts as may be requ ired  in 
anticipation of the rece ip t from  c itie s  and towns of th eir co st of the program , but not to 
exceed , in the aggregate, the sum of $1 , 5 7 5 ,0 0 0 .0 0 , and may also  issu e from  tim e to 
tim e, notes of the Commonwealth bearing in terest payable at such tim es and at such 
ra te s  as sh all be fixed by the State T re a su re r .
Capital Outlay Loans: Included in the 1949 appropriations statute was an amount of 
$ 1 0 0 ,0 0 0 .0 0  for sh ellfish  purification plants. No expenditures have been made from  this 
item  to the date of audit. The 1953 statute a lso  provided $ 5 0 0 ,0 0 0 .0 0  for the im prove­
ment of certa in  re crea tio n  a re a s  within the control of the Departm ent.
R ep airs to Standish Monument: The previous audit rep ort stated that th is monument 
was c losed  for re p a irs  during the 1952 season . It was noted that the re p a irs  w ere com ­
pleted in sufficient tim e to perm it the monument to be opened to the public during the 
la tter part of the 1953 recrea tio n a l season.
Salisbury Beach  R eservation : Chapter 666 of the Acts of 1953 which created  a 
Division of B each es within the State D epartm ent of Public W orks effectiv e Ju ly  3 , 1953 
a lso  tra n s ferred  the control of Salisbury Beach to that D epartm ent. However, it was 
noted that the Departm ent of N atural R eso u rces handled the incom e rece iv ed  at that 
reserv ation  during the 1953 re crea tio n a l season .
State R ecreation  A reas Fund: It was noted that a memorandum from  the State 
C om ptroller to the C om m issioner of A dm inistration and Finance under date of M arch 3, 
1954 proposed that the G eneral Court amend Chapter 132A of the G eneral Law s, T e rc e n ­
tenary Edition, by establish ing the "S ta te  R ecreation  A reas Fund" to rep lace the "P a rk s  
and Salisbury Beach R eservation  Fund".
Coin Lock and B in ocu lar M achines - Income A greem ents: It was noted that a g re e ­
m ents with com panies sponsoring th ese m achines had expired previous to the date of 
audit. It is  suggested that new agreem ents be negotiated to include the cu rren t situation.
D ivision of F o re s ts  and P ark s -  C on cessions: It was noted that payments were 
overdue from  four con cession s at the following locations:
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Location Due Date Amount Unpaid
D. A. R . F o re st Ju ly  1, 1953 
Ju ly 1, 1953 
May 30, 1953 
A pril 1, 1952 
A pril 1, 1953
$20 00 
10 00 
25 00 
10 00 
10 00
W indsor State F o re s t 
G ranville  State F o rest 
W hitehall State P ark  
W hitehall State P ark  
T otal $75 00
It is  suggested that th ese amounts be recorded in the accounts receiv able control 
account of the D epartm ent. If it develops that these accounts cannot be collected they 
should be turned over to the Attorney G eneral for disposition.
Rent of H ouses: The potential ren ta l incom e from  prop erties within the fo rest areas 
to ta ls  $170 . 50 p er month and range resp ectiv ely  from  $ 2 .0 0  to $ 2 0 .0 0  per month. The 
Bureau of R ecrea tio n  within the Division of F o re s ts  and P ark s lis ts  twelve properties in 
four State P a rk s  of which only eight a re  occupied. In these instances the rental charges 
of five houses range from  $10. 00 to $26. 50 monthly, one is occupied only in the Summer 
months at $44. 50 per month, and the two other occupants are  charged no rent because of 
th eir  requ ired  duties. Four units w ere vacant on the date of audit.
The fo re s t and park a re a s  w ere not visited  during the course of the audit.
It is  a lso  urged that a ll ren ta ls  should be co llected  monthly in advance.
M arine F is h e r ie s : The following comm ent appeared in the audit rep ort of the 
previous y e ar:
"A p plications for W e irs , Pound Nets or F ish  T rap s, -  construction 
and m aintenance which requ ire  the p rio r approval of Local A uthorities, 
D epartm ent of Public W orks and United States Army E ngineers and 
applications fo r Bed C ertifica te  as to the san itary  condition of certain  
tidal w aters and fla ts  a re  receiv ed  at th is  D ivision. The applications 
c a rry  no fee even though consid erable detail work by the Division is  
n e ce ssa ry  before issuan ce of the p erm its. It is  suggested that con­
sid eration  be given to the advisability of charging a fee for these 
s e r v ic e s ."
Inasm uch as no change has been effected  with re sp ect to the foregoing, attention is 
again d irected  to the m atter.
P ark s  and Salisbury B each  R eservation  Fund: On June 30, 1952 the accumulated 
surplus in th is fund totaled $129, 055. 57, and on June 30, 1953 it totaled $92, 241. 28. As 
previously m entioned, Salisbury Beach  R eservation  has been tran sferred  to the Division 
of B e ach es  in the Departm ent of Public W orks.
DIVISION O F FISH ERIES AND GAME REPO RT NO. 54-111
Consultant S e rv ic e s : Within th is agency th ere is  a growing abuse in the use of 
consu ltants as is  evidenced by expenditures for such purposes in the last three fisca l 
y e a rs :
An exam ination o f the tit le  and purposes for which these consultants a re  ostensibly 
h ired , ind icates that appointments as consultants in m ost ca se s  could have been made 
only to avoid c iv il se rv ic e  and veteran  p re feren ce  statutes. Certainly little  ju stification  
e x is ts  for the hiring of la b o re rs , conservation helpers and other s im ila r  c iv il serv ice  
c la ss ifica tio n s  as consultants, in fac t, seven c la ssifica tio n s used by this agency in the 
em ploym ent of consultants are  norm al civ il se rv ice  tit le s . During the period under audit 
and im m ediately th erea fter, th ere  w ere forty -eigh t individuals so engaged by th is depart­
ment who w ere paid fe es  ranging from  $10. 00 to $ 3 0 .0 0  a day and at hourly ra te s  varying 
between $1. 50 and $ 5 .0 0 .
Cost
1951
1952
1953
$2 1 ,4 1 3  66 
36 ,3 6 0  25 
63 ,633  01
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The written agreem ents under which these consultants a re  hired contain only the 
signature of the consultant involved and bear no approval by any o ffic ia ls  or em ployee of 
the Commonwealth, and while in most in stan ces the agreem ent sp ecified  the date upon 
which the se rv ic e s  a re  to s ta r t they make no mention of any date upon which se rv ic e s  
will term in ate . We find that in som e in stan ces the traveling expenses and m eals of 
certa in  consultants a re  paid by the Commonwealth in addition to the sp ecified  fee even 
though no such payments a re  provided in the orig in al agreem ent.
It a lso  appears that in som e in stan ces consultants have been supplied a State c a r  for 
th eir own use although again such an ex tra  is  not authorized in th eir  orig in al agreem ent. 
In th is connection, sin ce th ese consultants a re  not State em ployees, should one of them 
be involved in an accident while driving a State c a r ,  a legal problem  would certa in ly  
a r ise .
It is  recom m ended:
I That the form  of con tractu ra i agreem ent used in the h iring of 
consultants be approved by the A ttorn ey-G en eral and that it 
include the sign atu res of the consultant concerned and the 
department head.
II That the fee  paid consultants should be sp ecified  to include
expenses and that in no event should a consultant be allowed 
to subm it sep arate  vouchers fo r his exp enses.
III That under no c ircu m stan ces should a consultant be allowed
to op erate a State owned v eh icle .
IV That hourly reco rd s of work perform ed by consultants be kept
by a D epartm ent employee who will be authorized to approve 
payment of invoices rendered by the consultants.
Accounts R eceiv ab le : P rev iou s audit re p o rts  stated that the sum of $31 . 25 was due 
from  the Town of M ashpee, as follow s:
It was noted that th is item  was turned over to the A ttorn ey -G en eral's  o ffice  for 
co llection  in Septem ber 1950, and effo rts  by the A ttorn ey -G en eral's  o ffice  to locate the 
c le rk  resp onsib le for the above lice n se s  have apparently been unsu ccessfu l to date.
It was also  noted that $13. 50 is  due from  the Town of L e ice s te r  because of under­
payments of $ 6 .0 0  for two 1953 S e rie s  No. 2 Resident Hunting L icen ses  and $7. 50 for 
one 1953 S e rie s  No. 9 N on-Resident Fishing L icen se . It was noted that the town c le rk  
has been notified and payment w ill be made.
Control Accounts R eceiv ab le : It was again noted that no Control Accounts R ece iv ­
able account is  ca rr ie d  in the general led ger, the reason  apparently being that p ra c ­
tica lly  a ll the incom e is  on a cash  b a s is . It is  n ev erth eless suggested that the Comp­
tr o lle r 's  Bureau be requested to provide such an account.
1953 S e rie s  No. 2 Hunting L ice n se s : It was noted that the inventory of licen se  
form s which was taken at the tim e of the previous audit indicated that num bers 94051 to 
94250 of the No. 2 Hunting L icen ses  s e r ie s  w ere m issin g . T hese lice n se s  w ere however 
accounted for during the cu rren t audit.
1953 S e rie s  No. 3 Resident C itizens Sporting L ice n se s : It was also  noted that 
L icen se  num bers 238726 to 238750 of th is s e r ie s  w ere not accounted for in connection 
with the audit of the 1953 L ice n se s . It was learned from  the c le rk  in charge that these 
p articu lar ones had never been receiv ed  from  the p rin ter.
Refunds fo r O verpaym ents: It was also  noted that refunds a re  due to the m unici­
p alities  of Holyoke, Randolph and Upton of $3. 25 each, because of overpaym ents on 
S e r ie s  No. 1 lice n se s  for 1953.
Sales of 1949 L icen ses 
Sales of 1950 L icen ses 
Total
$25 25 
6 00 
$31 25
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W ildlife C o-operative R esearch  P ro je c t Contribution: Previous audit rep o rts  have 
stated in th is connection:
"An amount of $ 6 ,0 0 0 .0 0  was appropriated to the Division for the f isc a l 
year ended June 30 , 1950, but the account was not included in the reco rd s 
of the Division for that y ear. It was learned that the F e d era l Government 
gran ts $6 , 0 0 0 .0 0  fo r th is purpose and the U niversity of M assach u setts also 
re ce iv e s  an appropriation of $ 6 ,0 0 0 .0 0  for th is p ro jec t. The reco rd s are  
m aintained, however, at the U niversity of M assach usetts in A m herst. It 
is  suggested that a ll future appropriations for th ese purposes be requested 
by the U niversity of M assach u setts, as th is  Division apparently has no 
control over the expenditures of th ese fu n d s."
It was again noted that the situation rem ained unchanged for the f is c a l  year ended 
June 30, 1953.
Inland F is h e r ie s  and Game Fund: The balance in the Surplus Account of th is fund on 
June 30 , 1953, totaled $ 5 6 3 ,1 2 5 . 39. The tran sactio n s in th is fund a re , however, not 
re flec ted  on the books of the D ivision.
P rinting and D istribution of C ertain  L ice n se s : The previous audit rep ort contained 
the following:
"In  connection with the exam ination of unused returned lice n se s  by the 
various c it ie s  and towns it was noted that se v era l types w ere being 
returned as com plete unsold books. This situation applied generally  to 
those printed and distributed in books of ten each. B ecau se of the 
un n ecessary  co sts  involved th is m atter was d iscussed  with the D irecto r 
of the Division and he indicated that he would review  the p racticab ility  of 
reducing the number of lice n se s  in each book from  10 to 5. In this 
m anner the co st of printing and handling should be appreciably reduced. ”
No change has been made in the number of lice n se s  per book.
STA TE TEA CH ERS C O LLEG E AT NORTH ADAMS R EP O R T NO. 54-112
P rev iou s Audit R eport: It was noted that certa in  suggestions which were made in 
the previous audit rep ort have been acted upon as follow s:
a. Accounts R eceivab le  -  Overdue accounts rece iv ab le  w ere sent to the
Attorney G en eral for co llection .
b. Bonding - The position of sen ior bookkeeper has been bonded.
c . M eal T ick e ts  -  D ifferent colored  m eal tick e ts a re  now sold to
em ployees.
T im e C ard s: It was noted that daily tim e card s are  not being maintained for all 
em p loyees. It is  suggested that such a  tim e re co rd  be available for a ll em ployees at this 
co lleg e .
STA TE TEA CH ERS C O LLEG E AT W O RCESTER R EP O R T NO. 54-113
Incom e from  T ra n scr ip t F e e s  not P ro p erly  Entered  in Cash Book: Subsequent to 
the balancing of cash  on date of audit, it was found that th ere  was cash  totaling $ 2 0 .5 0  in 
the o ffice , rep resen tin g  21 fe es  fo r tra n scr ip ts  which had been rece iv ed  during the 
period from  D ecem ber 1953 to M arch 1954. T h is money was entered in the cash  book 
and deposited in the bank while th is exam ination was in p ro g ress .
In th is connection attention is  called  to Chapter 30 , Section 27 o f the T ercen ten ary  
Edition of the G eneral Law s, which reads as follow s:
"E x ce p t as o therw ise exp ressly  provided, a ll fe es  or other money 
rece iv ed  on account of the commonwealth sh all be paid daily into the 
trea su ry  th ereof, but if in the opinion of the com m ission  on adm inis­
tration  and finance and the sta te  tre a s u re r  the in te re sts  of the
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commonwealth requ ire , payments may be made weekly in accordance 
with such ru les and regulations as the state  tre a su re r  may p r e s c r ib e ."
It is ,  th erefo re , recom m ended that a ll incom e, re g ard less  of the amount, be entered 
and deposited curren tly .
O u t-of-State Tuition: It was noted that a student cu rren tly  attending th is co llege, 
who is  now paying the in -sta te  tuition rate  of $ 5 0 .0 0  per se m e ste r  (2nd se m e ste r  1953-54 
school year), had originally  paid the o u t-o f-sta te  ra te  for two and on e-h alf y e a rs . The 
reason  advanced why she is  now paying the in -sta te  ra te  is  that when she recently  
reached the age of tw enty-one she re g iste red  to vote in W o rce ste r , M assach u setts. At 
the tim e of billing for the second sem ester of the cu rren t school year she presented a 
ce r tifica te  from  the re g is tr a r  of v oters in W o rcester, indicating h er to be a reg iste red  
voter in that City, and the ra te  was thereupon changed based upon th is c e r t if ica te .
The ch arges to h er account w ere made as follow s, sin ce she has been a student at 
th is  school:
1 9 5 1 - 1952 Charged two sem e ste rs  as o u t-o f-sta te  -  Freshm an
1 9 5 2 - 1953 Charged two se m e ste rs  as o u t-o f-sta te  -  Fresh m an  (Repeat)
1 9 5 3 - 1954 F ir s t  se m e ste r  (o u t-o f-sta te), second se m ester (in -sta te) -
Sophomore
Apparently this student's account was review ed at the tim e of a previous audit. At 
that tim e she had been charged as an in -sta te  student and when it was noted that she cam e 
from  Connecticut, when her enrollm ent application was checked for resid en ce, she was 
charged and paid the o u t-o f-sta te  ra te  for two and on e-h alf se m e s te rs .
T h is m atter was d iscussed  with the College P resid en t and it was learned that an 
adjustment will be made of the charge so that she w ill pay the o u t-o f-sta te  fee .
It is  suggested that steps be taken to d irect th is m atter to the attention of the D epart­
ment of Education for advice so that a d irective may be issued in ord er to cope with such 
incidents as they develop.
Income from  C afe teria : In th is connection previous audit rep orts have stated as 
follow s:
"Although a ca fe te ria  is  operated by a private individual in the co llege 
building, no incom e from  this sou rce was noted on the books of the 
co llege. "
It was again noted that no income from  th is sou rce appeared on the reco rd s of the 
co llege during the cu rren t audit period.
Income from  Vending M achine: The previous audit rep ort fu rther stated in this 
regard  as follow s:
"T h e re  is  a C oca-C ola  m achine located in the ca fe te ria  of the co llege 
building. It was learned, however, that the incom e from it is  given to 
the Students' A ctiv ities Fund. "
Apparently this function is  s t il l  being handled in th is m anner indicating that no 
incom e to the Commonwealth from  th is sou rce was accrued during the cu rren t audit 
period.
RUTLAND STA TE SANATORIUM R E P O R T  NO. 54-114
Land Conveyed: It was noted that the farm  land and certa in  buildings owned by this 
institution w ere conveyed during the audit period by the Department of Public Health 
under authority of Chapter 428 of the Acts of 1951. For th is property the sum of 
$ 3 3 ,1 1 0 .0 0  was rea lized .
DEPARTM EN T OF PU BLIC  W ELFA RE
GENERAL DEPARTM ENT REP O R T NO. 54-116
Old Age A ssistan ce -  State Share: F o r the f isca l year ending June 30, 1954 an 
appropriation of $ 3 5 ,0 0 5 ,0 0 0 . 00 for this purpose was granted. The status of th is appro­
priation on M arch 31, 1954 follow s:
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OLD AGE ASSISTANCE - STA TE APPROPRIATIONS 
July 1, 1953 to M arch 31, 1954
Appropriation $ 3 5 ,0 0 5 ,0 0 0  00
Allotm ents 3 3 ,4 0 5 ,0 0 0  00
B alan ce Unallotted
A llotm ents
$ 1 ,6 0 0 ,0 0 0  00
Ju ly 31 , 1953 $ 1 9 ,8 0 0 ,0 0 0  00
O ctober 31 , 1953 1 2 ,0 0 0 ,0 0 0  00
M arch 31, 1954 1 ,6 0 5 ,0 0 0  00 
$ 3 3 ,4 0 5 ,0 0 0  00
Expenditures
Paid to
Paid During 
Month of
V arious C ities and Towns Ju ly  1953
Excep t Boston
O v erse ers  of Public W elfare , 
Boston Ju ly  1953
O v e rse e rs  of Public W elfare 
Boston Aug. 1953
V arious C ities and Towns 
Excep t Boston Aug. 1953
O v e rse e rs  of Public W elfare , 
Boston Aug. 1953
W elfare  D is tr ic ts Aug. 1953
V arious C ities and Towns 
E xcep t Boston Sept. 1953
O v e rse e rs  of Public W elfare, 
Boston Sept. 1953
O v e rse e rs  of Public W elfare , 
Boston O ct. 1953
V arious C ities and Towns 
E xcep t Boston O ct. 1953
O v e rse e rs  of P ublic W elfare , 
Boston O ct. 1953
V arious C ities and Towns 
Except Boston Nov. 1953
W elfare  D is tr ic ts Nov. 1953
O v e rse e rs  of Public W elfare , 
Boston D ec. 1953
V arious C ities and Towns 
E xcep t Boston D ec. 1953
O v e rse e rs  of Public W elfare, 
Boston Dec. 1953
V arious C ities and Towns 
Excep t Boston Jan . 1954
O v e rse e rs  of Public W elfare, 
Boston Jan . 1954
V arious C ities and Towns 
E xcep t Boston Feb. 1954
O v e rse e rs  of Public W elfare, 
Boston Feb. 1954
W elfare D is tr ic ts Feb. 1954
P eriod  Covered
Amount Paid by Payment
$ 8 ,9 2 9 ,5 2 6  55 F e b . , M a r . , A p r ., 
May 1953
54 5 ,0 0 0  00 M arch 1953 E stim ate
96, 197 30 N o v ., D ec. 1952, J a n . , 
Feb. 1953 (adjustments)
2 ,2 9 6 ,7 7 4  35 June 1953
58 0 ,0 0 0  00 
9 ,5 0 1  58
A pril 1953 Estim ate 
Second Q uarter 1953
2 ,2 9 3 ,9 0 0  63 Ju ly  1953
2 4 ,0 6 6  32 M a r . , Apr. 1953 
(Adjustments)
3 2 7 ,4 3 6  75 May 1953 Estim ate
2 ,2 1 7 ,1 7 5  53 August 1953
54 0 ,0 0 0  00 June 1953 Estim ate
2 ,0 9 6 ,0 5 0  98 
9 ,5 8 1  58
Septem ber 1953 
Third Q uarter 1953
2 ,2 1 0 ,0 0 0  00 Ju ly , A u g., S e p t., O c t., 
1953 Estim ate
2 ,2 4 0 ,7 8 2  82 O ctober 1953
25, 439 68 May, June 1953 
(Adjustm ents)
2 ,0 6 9 ,4 7 1  43 November 1953
33 ,2 6 4  90 Ju ly , Aug. 1953 
(Adjustm ents)
2 ,2 5 5 ,5 1 7  15 D ecem ber 1953
1, 180 ,000  00 
11 ,3 1 9  77
Nov. , D ec. 1953 
E stim ate
Fourth Q u arter 1953
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O v erse ers  of Public W elfare, 
Boston M ar. 1954 $ 1 33 ,978  65 S e p t., O c t . , N ov .,
D ec. 1953 
(Adjustments)
Various C ities and Towns 
Except Boston 
Total Expenditures
M ar. 1954 2, 260, 581 94 January 1954
$32, 385, 567 91
Allotment B alan ce, M arch 31, 1954 $ 1 ,0 1 9 ,4 3 2  09
Total Unexpended B alan ce, M arch 31, 1954 $2, 619, 432 09
It will be noted that the T otal Unexpended B alan ce in this appropriation as of M arch 
31, 1954 was $2, 619, 4 3 2 .0 9 . In th is connection it was noted that the City of Boston on 
M arch 31, 1954 had been paid through D ecem ber 1953, including a ll adjustm ents and the 
other c ities  and towns w ere paid through Jan uary 1954.
During the sam e period an appropriation of $ 1 2 0 ,0 0 0 .0 0  was granted for se rv ic e s  
rendered to recip ien ts of Old Age A ssistan ce  in the Tewksbury State H ospital, from  
which there was disbursed $ 6 5 ,0 1 2 . 78 , showing an unexpended balance of $54, 987. 22.
It would further appear that by June 30, 1954, th ere w ill be a potential liab ility  of 
approximately $ 1 2 ,0 0 0 ,0 0 0 .0 0  in th is fund provided the unexpended balance of approxi­
m ately $2, 619, 43 2 .0 9  can be used. At p resen t such lia b ilitie s  a re  not recorded in the 
general ledger of this departm ent and it is  again suggested that the C om ptroller’ s Bureau 
be requested to provide for the recording of such lia b ilitie s  in its  gen era l ledger so that 
the true financial status w ill be shown.
In this connection it was noted that a le tte r  dated Jan uary 31 , 1951 from  the Comp­
tr o lle r ’ s Bureau to the Departm ent of Public W elfare included the following paragraph:
"Old Age A ssistan ce -  State Sh are: The Auditor suggested that the 
Com ptroller be requested to provide for the recording in the general 
ledger of audited and approved lia b ilitie s . In accordan ce with the 
provisions of Chapter 29, Section 26 of the G eneral Law s, as amended, 
an expenditure in ex ce ss  of an appropriation cannot im pose legal 
liab ility  upon the Commonwealth. "
Said Section 26, as amended by Section 1 of Chapter 636 of the A cts of 1947, reads 
as follow s:
"Section  1. Chapter 29 of the G eneral Laws is  hereby amended by 
strik ing out section  26, as m ost recen tly  amended by section  13 of 
chapter 242 of the acts  of 1945, and insertin g  in place th ereof the follow ­
ing se c tio n :- Section 26. Expenses of o ffices  and departm ents for com ­
pensation of o ff ic e rs , m em bers and em ployees and for other purposes 
sh all not exceed the appropriations made th erefor by the general court 
or the allotm ents made th erefo r by the governor. No obligation incurred 
by any o fficer o r servan t of the commonwealth for any purpose in e x cess  
of the appropriation o r allotm ent for such purpose for the o ffice , depart­
ment o r institution which he re p re se n ts , sh all im pose any liab ility  upon 
the com m onw ealth."
With re sp ect to the foregoing, it certa in ly  does not appear that said  Section 26 
prohibits including in the general ledger accounts th ese lia b ilitie s . Obviously to om it 
such inform ation re su lts  in a distorted picture of the fin ancial condition of the Common­
wealth.
Aid to Dependent Children - State Share: F o r the f is c a l  year ending June 30 , 1954 
an appropriation of $6, 012, 205. 30 was granted. A statem ent showing the status of th is 
appropriation on M arch 31, 1954 follow s:
AID TO DEPENDENT CHILDREN - STA TE SHARE 
July 1, 1953 to M arch 31, 1954
Appropriation
Allotm ents
$ 6 ,0 1 2 ,2 0 5  30 
6 ,0 1 2 ,2 0 5  30
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Appropriation B alan ce, M arch 31, 1954
Allotm ents
Ju ly 1, 1953 $ 5 ,9 0 0 ,0 0 0  00
Ju ly  3, 1953 1 ,8 7 5  90
O ctober 8, 1953 1 10 ,329  40
$ 6 ,0 1 2 ,2 0 5  30
Expenditures
Paid During
Paid to Month of Amount Paid
O v e rse e rs  of P ublic W elfare ,
Boston Ju ly 1953 $ 1 ,5 8 5 ,8 4 2  37
V arious C ities and Towns
E xcep t Boston July 1953 3 ,5 4 8 ,3 9 5  76
V arious C ities and Towns
E xcep t Boston Ju ly 1953 3 1 9 ,4 0 8  83
W elfare  D is tr ic ts  
O v e rse e rs  of Public W elfare,
Aug. 1953 1 ,853  33
Boston
O v e rse e rs  of P ublic W elfare ,
Sept. 1953 3 5 4 ,9 0 0  66
Boston Nov. 1953 1 70 ,599  14
W elfare  D is tr ic ts Nov. 1953 1 ,9 8 2  97
W elfare  D is tr ic ts  
Refunds
Feb. 1954 2 ,3 7 6  73 
(31 99) 
$ 5 ,9 8 5 ,3 2 7  80
T otal Unexpended B a lan ce , M arch  31, 1954 $26, 877 50
P eriod  Covered 
by Payment
Ju ly , D ec. 1952, J a n . , 
M arch 1953
Ju ly , A u g ., S e p t., O ct., 
Nov. 1952. J a n . ,
F e b . , M a r . , A p r., 
May 1953
June 1953
Second Q uarter 1953
A p r ., May 1953
June 1953 
Third Quarter 1953 
Fourth Quarter 1953 
Fourth Quarter 1953
It was noted that the T otal Unexpended B alan ce  in th is appropriation on March 31, 
1954 was $26 , 877. 50. On M arch 31, 1954, the City of Boston and the other cities  and 
towns had been paid through Ju ne 1953. It would appear that by June 30, 1954 there will 
be a potential liab ility  in th is account of approxim ately $ 6 ,0 0 0 ,0 0 0 .0 0 . As stated 
e a r lie r  in th is re p o rt, such lia b ilitie s  a re  not presently  being recorded in the Depart­
m ent g en era l led ger and it is  suggested that the C om p troller's Bureau also be requested 
to provide for settin g them up on the accounts.
Old Age A ssista n ce  and Aid to Dependent Children - State Share - Payments to 
C itie s  and Tow ns: During the f isc a l year ended June 30, 1953 disbursem ents of 
$ 3 9 ,4 2 6 ,8 4 8 .7 0  w ere made to c itie s  and towns as reim bursem ents for State share of 
paym ents by lo ca l w elfare agencies for "Old Age A ssistan ce". During the sam e period 
$6 , 107, 909. 26 was disbursed to c itie s  and towns as reim bursem ents for State share of 
expenditures for "A id to Dependent Children". The disbursem ents by the Department 
w ere fo r various periods up to June 30, 1953. In this connection, Schedules No. XVII 
and XV III appended to this report show the payments made during this f isca l year, 
together with the periods covered by the respective payments.
Assistance for Totally Disabled Persons: This assistance was authorized by 
Chapter 741 of the Acts of 1951, effective November 1, 1951 and provides for local, 
State and Federal participation.
F ed eral participation is available under T itle  XIV - Aid to Perm anently and Totally 
D isabled as added by the Social Security Act Amendment of 1950
The M assach usetts State Plan for Aid to P erson s Perm anently and Totally  D isabled 
was subm itted on D ecem ber 28, 1951 to the Federal Security Agency Boston, M assa ­
chu setts W ritten approval was received from the Social Security  A dm inistration in 
W ashington and the Department was notified by le tter from  the State T re a su re r  May 21, 
1952 of re ce ip t of U. S. Treasury checks totaling $1, 220 ,846 . 26 for th ree qu arters
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ended June 30, 1952.
F o r the fis c a l  year ending June 30 , 1954 an appropriation (State) of $2 , 5 0 0 ,0 0 0 .0 0  
was granted and the balance of $1, 007, 226. 05 was brought forw ard from  1953. Of the 
total $3 , 507, 2 2 6 .0 5 , the amount of $188, 9 1 7 .1 0  was allotted to cover ca se s  at the 
Tewksbury State H ospital. It would appear that by June 30, 1954, th ere  will be a 
potential liab ility  in th is account of approxim ately $ 2 ,0 0 0 ,0 0 0 .0 0 .  As stated e a r lie r  in 
th is re p o rt, such lia b ilitie s  a re  not presen tly  being recorded in the D epartm ent's 
general ledger and it is  again suggested that the C o m p tro lle r's  Bureau be requested to 
provide for th is establishm ent.
A ssistan ce for B u ria l, Contagious D isea ses , Sick and Indigent P erso n s, Tem porary 
Aid and Tran sp ortation : For the f isc a l year ending June 30, 1954, an appropriation of 
$2, 4 5 0 ,0 0 0 .0 0  was granted and a balance of $833, 597. 83 was brought forw ard from  the
1953 f isc a l year. During the period ending M arch 31, 1954, disbu rsem en ts of
$2, 5 0 5 ,0 0 2 .9 2  w ere made to c itie s  and towns as reim bu rsem en ts for payments by local 
w elfare agencies and the unexpended balance in th is appropriation on that date was 
$778, 594. 93. It is  estim ated  that an additional $3 , 5 0 0 ,0 0 0 . 00 w ill be needed by June 30,
1954 to pay cu rren t lia b ilitie s . As stated e a r lie r  in this rep ort such lia b ilitie s  a re  not 
presently  being recorded in the D epartm ent's general ledger and it is  again suggested 
that the C om p tro ller's Bureau also be requested to provide for setting them up on the 
accounts.
Advances to Em ployees: As of the date of audit it was noted that th ere  w ere 101 
advances to em ployees totaling $8, 5 8 4 .3 0 . V erification  n otices w ere m ailed to each of 
them and only 87 were returned as being c o rre c t . The rem aining 14 advances with 
balances of $ 1 ,4 0 0 .0 0  w ere not so verified .
Canteen Fund: A savings bank account was opened on January 31, 1952 for the 
Departm ent Canteen Fund account, in which th ere  was a balance of $739. 53 on the date 
of audit. During th is audit period re ce ip ts  totaled $346. 32 , and th ere w ere no with­
draw als. The re ce ip ts  w ere from  the following so u rces :
Pay Station Com m issions $147 28
M ilk, Coffee, Candy and C igarette
Com m issions 78 14
Coca Cola Com m issions 57 60
Other Sales 61 20
In terest on Savings Account 2 10
$346 32
As no control account for th is fund is  c a rr ie d  in the gen era l led ger, it is  again sug­
gested that one be established . In this connection it was fu rth er noted that telephone 
com m ission s as indicated were form erly  turned over to the State T re a su re r  as D epart­
m ental Income. It is  also  mentioned that it was not possible to verify  a ll other incom e 
as no substantiating detail appeared to be available for audit purposes.
Com m odities D istribution D ivision: Attention is  d irected  to the fact that the 
Com m odities D istribution Division was tra n s fe rre d  to the Departm ent of Education in 
accordan ce with the provisions of Chapter 637, A cts of 1953, and no tran saction s were 
recorded on the books of this Departm ent subsequent to Ju ly 1, 1953. In O ctober 1953, 
the balance of $ 5 5 ,1 7 1 .7 7  brought forw ard from  the previous f is c a l  year was tra n s ferred . 
Four of this D iv ision 's em ployees w ere removed from  the D epartm ent's pay ro ll on 
June 30 , 1953.
R eim bursem ents for Support of Children by Individuals: In addition to the re im ­
bursem ents by c itie s  and towns for the support of certa in  children , the Departm ent is 
a lso  reim bu rsed  by individuals voluntarily or upon court ord er.
In the ca se  of a child com m itted to the c a re  of the Division by court o rd er, the court 
may ord er a parent to pay a designated amount for the support of that child. T hese pay­
m ents a re  made by the parent d irectly  to the probation o ffice r  of the court which has 
ju risd ictio n . The probation o fficer re m its  the amount co llected  to the Division of Child 
Guardianship.
R eferrin g  to th ese re im bu rsem en ts, the previous audit rep o rts  have stated :
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" I t  is  suggested that a ll d is tr ic ts , including Boston, forward se ttle ­
ment inform ation im m ediately to the Accounts Section so that b illings 
may be started  prom ptly. It is  suggested that a re g iste r be m aintained, 
together with a cu rren t intake card  f i le ,  from  which inform ation reg ard ­
ing settlem en ts , e tc . could be forw arded to the Accounts Section for 
b illin g , im m ediately upon the determ ination of the proper se ttlem en t."
It was understood that the suggested re g is te r  has not been installed. However, the 
Accounts Section checks cu rren tly  with the "in take card  f i le "  kept in the R esearch  and 
S ta tis tic s  Section  of the D ivision of Child Guardianship.
T ru s te e  Accounts -  D ivision of Child Guardianship: Included with these accounts 
is  one term ed  "V acation  Club, Special and Education", with a balance on March 29, 1954 
of $ 5 8 0 .0 6 . T h is account w as form erly  called  "V acation Club", but the designation was 
changed during the cu rren t audit period.
D ivision of Child Guardianship -  Accounts R eceivable -  Verification Notices 
Returned with L iab ility  Denied: Previous audit reports have stated that a verification 
n otice sen t to the City of W altham was returned with liability denied. The previous audit 
re p o rt fu rth er stated  that W altham 's denial was based on the C ity 's interpretation of 
Section  2, Chapter 123 of the T ercen tenary  Edition of the General Laws and that it was 
understood that an interpretation  of this section  had been requested from the Attorney 
G en era l.
Upon inquiry it was learned that to date of this audit, March 29, 1954, no opinion 
has yet been rece iv ed  from  the Attorney G eneral and the situation with respect to this 
c la im  rem ain s the sam e.
Attention is  also  d irected  to the fact that a le tter from the general agent of the Board 
of P ublic W elfare in the City of Som erville, in reply to a verification notice, indicated 
that no fu rth er payment would be made on a balance of $1 ,035 . 56, which appears as open 
in th is  D iv ision 's Suspense Accounts Receivable ledger.
It was the opinion of the City Solicitor of that City that it is  not responsible for the 
support of the child named in the account, because it is  contended that the child is feeble­
minded.
T his City a lso  denies settlem ent of two children, for whom a total of $394.62 is due 
fo r support, which appears in the active Accounts Receivable ledger of the Division.
It was fu rth er learned from  rep lies to such verification notices mailed in connection 
with th is audit that lia b ilitie s  were denied by the following c ities  and towns:
Cambridge 
F a ll R iver 
Lynn
New Bedford
Shirley
Som erville
$4 ,645 52 
310 91 
829 70 
782 43 
347 27 
1,640 50
It is  suggested that these accounts be turned over to the Attorney General for collec­
tion, and that they also  be tran sferred  to the Suspense Accounts R eceivable account.
W ard s’ W ages - D ivision of Child Guardianship: The p ractice  of billing and collect­
ing from  em ployers of wards was discontinued on O ctober 31, 1951 and wards now 
handle th e ir  own earnings.
D ivision of Child Guardianship - Funds o f Wards - W hereabouts Unknown: In accord­
ance with Chapter 618 of the A c ts  of 1941 unclaimed funds of State wards seven years 
a fter becom ing of age and who cannot be located should be tra n sferred  to the State 
T re a s u re r  annually by November 30 of each year. There were no accounts tran sferred  to 
the State T re a s u re r  during this audit period. As of the date of the previous audit, there 
w ere nine accounts totaling $399. 98 in this category and during the audit period, accounts 
of tw en ty-six  wards who w ere located were paid. As of M arch 29, 1954, however, there 
w ere s t il l  accounts belonging to forty w ards, the present whereabouts of whom were 
unknown. During the p rog ress o f the audit, a check in the amount o f $1, 393. 14, which 
rep rese n ts  the bank accounts of forty wards previously mentioned, was tra n s ferred  to the 
State T re a su re r .
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T ru stee  Accounts - D ivision of Child Guardianship: Included in the Control account 
balance as of M arch 29, 1954 w ere 154 savings bank accounts totaling $4 , 925. 18 in the 
nam es of fo rm er wards not now under the control of the D epartm ent. The whereabouts 
of many of these wards a re  unknown and it is  understood that effo rts  a re  being made to 
ascerta in  th eir  p resen t locations.
If they cannot be found, it is  again suggested that a legal opinion be requested of the 
Attorney G eneral as to the p o ssib ility  of the application of the balances to partia lly  pay 
for support furnished by the Commonwealth.
Ledger Accounts with M unicipalities Account of D ivision of P ublic A ssistan ce : 
Previous audit rep o rts  have stated :
" I t  is  again recom m ended that each ledger account with a m unicipality 
be backed up by a ledger account with each person  included in the m ake­
up of the account -  at p resen t th ere  a re  led ger accounts with the m unici­
p a lities but the detail is  shown only on duplicate b i l l s . "
In this connection it was again noted that p rio r to Jan u ary 1952, the b ills  rendered 
to the c itie s  and towns for support of settled  ca se s  at the Tewksbury State Hospital w ere 
exclusively charges against loca l general re lie f . A fter that date, b ills  w ere also  
rendered the place of settlem ent for "Old Age C a se s" and "T o ta l D isability  C a se s"  at the 
hospital, such b illings being p erm issiv e in the f i r s t  category under Chapter 343 of the 
A cts of 1950 and in the second category under Chapter 741 of the A cts of 1951, a lso  under 
Section 10 of Chapter 122 of the G en eral Laws as amended by Chapter 351 of the A cts of 
1941.
Beginning in January 1952, b illin gs and d etail re co rd s re latin g  to the Accounts 
R eceivable due from  the c itie s  and towns on th ese ca se s  w ere kept in the Social Serv ice  
section  and on the date of audit w ere not under the supervision  of the "B u reau  of 
A ccounts". These reco rd s now co n sist of the following:
Duplicate b ills  for the general re lie f  ca se s
Billing  card s for the Old Age A ssistan ce  and "T o ta l D isability  C a se s"
It was noted that a Raymond T r ia l  B alan ce Book which was a part of the re co rd s was 
discontinued in D ecem ber 1952. This folio showed amounts due from  se v e ra l c it ie s  and 
towns analyzed in th ree ca teg o ries , but did not show the nam es of the patients concerned. 
Becau se of this arrangem ent the taking of a detailed tr ia l  balance of th ese accounts 
becam e difficult and tim e consuming.
The audit of th ese p articu lar accounts was fu rther com plicated by the following 
situ ations:
1. A tr ia l  balance of the City and Town individual ledger card s as of M arch 29, 1954 
indicated a net d ifference of $1, 307. 56. This amount rep resented  aggregate ov ers of 
$1, 952. 17 and aggregate sh orts of $644. 61 and w ere found in the accounts of tw enty-five 
different c itie s  and towns.
2. B ills  supporting accounts which had been turned over to the Attorney G en eral for 
co llection  and were the b asis  for the journal en tr ies  by the head bookkeeper w ere under­
stated by $158. 89. Paid b il ls , which should have been om itted, w ere included and unpaid 
b ills  in a r r e a r s  were excluded, resultin g in a net d ifference of $33. 64 between the 
detailed tr ia l  balance and the corresponding Control account. It was suggested that a 
Suspense card  be established  for this amount in the G eneral R e lie f Section of the tr ia l  
balance.
3. Two b ills  totaling $423. 57 which w ere paid in D ecem ber 1951 and not recorded 
in the m ain cash  book until Febru ary  1952 w ere tra n s ferred  to the Suspense Accounts 
R eceivable and turned over to the Attorney G en eral for co llection  in Ju ly  1953.
4. One invoice fo r $109. 49, which was included in the to tal tra n s ferred  to the Sus­
pense Accounts R eceivable control account, was not subm itted to the head bookkeeper, 
nor was it sent to the Attorney G eneral for co llection .
5. One b ill for $231. 04 was removed from  the Accounts R eceivable Control account, 
but was not included in the Suspense account nor sent to the Attorney G eneral for 
co llectio n .
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6. Monthly t r ia l  balances w ere recorded on blue ruled sheets and w ere not dated.
, <nhecks and cash  w ere turned over to the Bureau of Accounts without a tr a n s ­
m itta l le tte r  o r a detailed l is t .
8. No re co rd  of cash  re ce ip ts  is  kept in detail.
9 . Monthly balan ces a re  not shown on the City and Town card s.
10 C onsiderable delay between the tim e the rem ittance check is  received and the 
date of entry on the main cash  book was noted.
con tro l purposes] ^  b° ° k 6n trieS  W6re US6d “  P03“ " 6 media but are used only for
12. The person  handling the cash  is  not bonded.
m0nHIlHiStsUÎ 1iti,e raSUggef teu that a subsidiary cash book be provided. It is also recom ­
mended that the deposits be made on a regular rece ip ts voucher, a copy of which should 
be turned over to the head bookkeeper in the Bureau of Accounts section to be entered In 
the main cash  book. This arrangem ent would be consistent with the procedure in the 
D ivision of Child Guardianship.
It is  again urged that the C om p troller's Bureau be requested to review the entire 
accounting procedure and install such system  routines which will provide a better internal 
control and which may be expeditiously audited.
T ru stee  Accounts - Division of Public A ssistan ce: On the date of audit, there were 
66 savings accounts with balances totaling $ 8 ,4 1 4 .4 5  ca rrie d  with the Trustee accounts 
of this D ivision. The whereabouts of many of the individuals in whose names the accounts 
a re  held have been unknown for sev era l y e ars . During the audit period four such 
accounts w ere paid when the rightful owners w ere located.
It was noted that one such savings account is  held in the name of the parent of a child 
who is p resen tly  a ward of the Division of Child Guardianship. It is  suggested that if 
p o ssib le , the balance be tran sferred  toward the ch ild 's  support.
It is  fu rth er suggested that this Division make a m ore determined effort to locate all 
such persons and also to tra n s fer these accounts, which have been held beyond the legal 
lim it, to the State T re a su re r .
R en ta ls : An an aly sis of the annual property rentals listed as being paid by this 
D epartm ent, include the following:
600 Washington S tree t, Boston $ 70 ,000  00
107 Front S tree t, W o rcester 7 ,0 0 0  00
232 Main S tre e t, Brockton 4 , 680 00
46 Am esbury S tree t, Law rence 4, 500 00
105 W illiam s S tre e t, New Bedford 2, 544 25
95 State S tree t, Springfield 6, 888 00
It was a lso  noted that individual monthly garage ren ta ls  for the storage of automobiles 
used by D epartm ent em ployees varied between $5. 00 and $20. 00.
SO LD IERS' HOME IN HOLYOKE REP O R T NO. 54-118
Cash Sh ortage: This audit was initiated as a routine examination of the accounts of 
th is institution on M arch 30, 1954.
As is  the p rac tice  of this o ffice , the T re a su re r  and the Commandant w ere immedi­
ately advised, and the T re a su re r  was requested to subm it a ll cash and re lated  accounts 
fo r the purpose of making custom ary reco n cilia tio n s. L a ter, on the sam e day, as recon­
c iliation  was attem pted, the T re a su re r  acknowledged that a shortage existed  in both the 
State and P atien ts ' Funds, and the accountant in charge of the audit im m ediately advised 
the Commandant and the State A uditor's O ffice of this condition. Subsequently, following 
a private conversation between the Commandant and the T re a su re r , the la tte r  resigned ° 
his position. The following day the Commandant was fu rther advised by the F ir s t  Deputy 
State Auditor that the m atter required adm inistrative action by the Commandant or the '  
Board of T ru stees  and that the position of the Department of the State Auditor was sim ply
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that the audit would continue until the full amount of defalcation was determ ined. Follow ­
ing this conversation, the Commandant, on the sam e date, advised such T ru stees  as 
w ere available of the sh ortages and the next day notified both bonding com panies involved, 
and the Holyoke rep resentative of the D is tric t Attorney of the area .
Subsequently cash re ce ip ts  and d isbu rsem ents, together with other available reco rd s 
were checked, and it was finally determ ined that a cash shortage of $ 1 0 ,7 9 0 .3 8  existed . 
This shortage was com prised of the following:
From  State Funds:
Sale of Meal T ick ets 
Sale of Garbage 
Board of Patients
R eim bursem ents a /c  C are and Treatm ent 
from  Insurance Companies 
From  P atien ts' Funds 
Total
$ 1 ,9 3 5  00 
125 00 
196 50
743 00 $ 2 ,9 9 9  50
7 ,7 9 0  88 
$ 1 0 ,7 9 0  38
It was ascertained  that the shortage in the State Funds was covered by making fa lse  
en tries in the State cash  book with re sp ect to incom e having been rem itted  to the State 
T re a su re r .
It was also  noted that the shortage in the P a tien ts ' Funds was covered by bringing on 
erroneous balances to the P atien ts' Fund check book.
Advance Funds: The Advance Funds for the f is c a l  y ears of 1953 and 1954 were 
analyzed. While the 1954 Advance Fund appeared to be in balance, it was noted that for 
the 1953 f isca l year the funds deposited from  the M aintenance Account to the Pay Roll 
Account did not agree with the pay ro lls  in the amount of $60. 43. Of th is amount, it was 
noted that $60. 42 was deposited in the Pay R oll Account, and $ .0 1  in the M aintenance 
Account.
It is  suggested that the n ecessary  adjustm ents be effected .
It was also  noted that funds advanced for petty cash  are  not recorded as rece iv ed  or 
disbursed in the State cash book. Steps should be taken to en ter th ese item s cu rren tly .
L iability  Pay R o lls : It was noted that a 1953 liab ility  pay ro ll in the amount of 
$275. 45 was paid before approval and funds w ere rece iv ed . Subsequently, it appeared 
that the Pay R oll Bank Account had on deposit $10. 67, which represented  an underpay­
ment on that liab ility  pay ro ll. It was fu rther noted that a liab ility  pay ro ll item  for $. 23 
was paid from  1954 Advance Funds. When re im bu rsem ent was rece iv ed , th is amount 
was deposited in the Maintenance Bank Account.
It is  urged that the indicated e r r o r s  on the liab ility  pay ro lls  be adjusted forthwith.
Pay Roll Bank R econciliation: Attention is  d irected  to the fact that the Pay Roll 
Bank Account had not been recon ciled  with a bank statem ent sin ce  August 1953. This 
account was recon ciled  as of M arch 30, 1954 in connection with th is audit from  inform a­
tion available. It is  recom m ended that this bank account be recon ciled  each  month.
M ateria ls and Supplies: An inventory of the m ateria ls  and supplies on hand in the 
institution storeroom  was taken on A pril 12, 1954. It was noted, however, that a ll 
m ateria ls  in the storeroom  a re  not controlled by stock  ledger accounts. In th is connec­
tion, it was noted that m ateria ls  and supplies w ere purchased during the audit period 
totaling $ 8 6 ,2 1 9 .4 5 . Of this amount, however, item s totaling only $ 2 5 ,4 3 0 .4 4  were 
passed through the stock led gers.
It is  recom m ended that a ll item s of m a teria ls  and supplies purchased be entered 
through the stock ledger accounts.
P erson al Telephone C a lls : On the date of audit, th ere  was an amount of cash on 
hand which represented  payment for personal telephone c a lls  made by em ployees, which 
had not been recorded . It was noted, however, that the fed eral tax had not been co llected  
fo r the resp ectiv e c a lls . It is  suggested that the re im bu rsem ent for such telephone ca lls  
be handled properly.
Other Funds: The disbursem ents of cash  from  Other Funds could not be com pletely 
verified  because of the lack of substantiating detail. It is  recom m ended that invoices for 
a ll d isbu rsem ents from  these funds be obtained so that they may be available for audit 
purposes.
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Quarters R egister: The room charges for employees quartered at this institution 
which appear as pay roll deductions could not be verified. It Is recommended that a 
quarters register as prescribed by the Comptroller's Bureau be installed and maintained.
MASSACHUSETTS SCHOOL O F ART R E P O R T  NO. 54-119
Art School Associates, In c .: It was noted that the records of this corporation were 
not on a current basis on the date of this audit. Because of this, and the fact that it was 
not practical to take an inventory of the merchandise for sale at that tim e, no audit could 
be made of this activity.
In th is  connection, attention is  d irected  to the fact that the past sev era l audit reports 
have re fe rre d  to the fac t that th ese reco rd s w ere not cu rren tly  or properly maintained.
It was further learned that while this audit was in progress arrangements were com­
pleted to engage an accountant to bring these records to a current basis. It is further 
understood that he will also make an audit of this corporation at the close of this school 
year. It is hoped that henceforth this situation will be completely controlled.
C ash R eceip ts and D isbu rsem ents: It was noted that payments from  the advance 
money for m odels, amounting to m ore than $3 , 50 0 .0 0  a y e ar, w ere being made in 
cu rren cy . It was suggested that th ese paym ents be made by check , but because the 
m odels did not want to be so paid and because the individual empowered to sign checks 
was not always im m ediately available, it was deemed im p ractica l to put this suggestion 
into e ffec t.
In th is  connection it was fu rth er noted that certa in  cash  re ce ip ts  on account of 
incom e w ere not being deposited in tact, but w ere retained  to make the aforementioned 
cu rren cy  paym ents.
It is  recom m ended that the C o m p tro lle r's  Bureau review  th is en tire problem as it is 
en tire ly  con trary  to the regulations se t  forth  in its  Accounting Manual.
Equipm ent: In checking the re co rd s  of equipment purchased during this and prior 
audits, a lack  of control over equipment a fter it has been purchased was indicated. Cer­
tain  item s of equipment such as c a m e ra s , re co r d e r s , e t c . , should be controlled more 
c lo s e ly . It is  suggested that the m echan ics for such control be established.
It is  suggested that possibly gen era l ledger memorandum accounts may be set up for 
such item s with a value in e x c e ss  of a stipulated sum . P urch ases would be so recorded 
and ch a rg e -o ffs  would be made when substantiated. In this manner a permanent record 
of a ll such p u rchases together with th eir disposition would constitute a perpetual inven­
tory  and could be checked period ically .
It is  suggested that the C o m p tro lle r's  Bureau survey this problem as soon as is 
p ra c tica b le .
STA TE TEA CH ERS CO LLEG E AT BOSTON REPO RT NO. 54-120
G en era l: T h is is  the in itia l audit of this co llege. This college was authorized by 
Chapter 618 of the A cts of 1952 and comm enced operations on September 15, 1952.
The plant and fa c ilit ie s  were taken over from  the City of Boston at no cost. At the 
p resen t tim e a portion of the co lleg e’ s fa c ilit ie s  a re  being utilized by the Boston School 
D epartm ent fo r the G irls  Latin School. The City of Boston reim bu rses the Common­
wealth for the use of th ese fa c ilit ie s  as follow s:
50% of the co lleg e’s  m aintenance co sts , i. e . jan ito ria l serv ices  and 
heat, e tc .
100% of those re p a irs  d irectly  attributable to G irls  Latin School fac ilities
In th is  connection the City of Boston reim bu rsed  the college in the amount of 
$22 , 935. 18 fo r the 1952-1953 school year.
Accounts Receivable: At the present time tuition charges for the entire school year 
are entered on the accounting records in September. Because of this method, many 
adjustments result particularly in those instances where students withdraw prior to the 
end of a sem ester. It is recommended that such charges be brought on to the records 
only at the beginning of each sem ester.
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W A LTER E . FERNALD STATE SCHOOL R E P O R T  NO. 54-121
Farm  R eport: P rev iou s audit rep orts have comm ented on the difficulty of making 
com plete audits of farm  rep o rts  because of the in accu racies which they included.
In this connection the farm  rep ort for the 1952 year was examined and again sev era l 
e r ro rs  and in con sisten cies w ere noted. These include the following:
1. The Farm Products to the Storeroom and the Farm  Production Accounts
in the general ledger w ere not in agreem ent with the com parable 
item s in the annual farm  report.
2. Farm  Sales in the farm  rep ort w ere not in agreem ent with the farm
sa le s  as appearing in the general ledger.
3. The an alysis of the Monthly Animal Census rep o rts  included many
e r r o r s  between the beginning and ending inventories. T hese rep orts 
w ere not in agreem ent with the farm  report.
It is ,  of cou rse obvious, because of the foregoing that the 1953 farm  rep ort is  of 
very little  value. It is ,  th erefo re , again urged that the farm  re co rd s and the annual 
farm  report be henceforth checked m ore accu rately . It is  fu rther suggested that proper 
methods of internal control be practiced .
Funds of Patients on P aro le : As of M arch 31, 1954, th ere w ere 96 employed 
patients on parole for whom the Commonwealth functions as a tru stee . It is  the p resent 
policy for such paroled patients to have savings bank accounts, and th is  institution is  the 
tru stee . Into these accounts a re  deposited balances of wages not expended d irectly  for 
the paroled patient by em ployers.
In these c a s e s , financial statem ents showing w ages, expenditures and savings are  
required to be subm itted monthly by the various em ployers.
On checking th ese financial statem en ts, however, it was indicated in many instan ces 
that em ployers w ere tem p orarily  withholding funds and deposits w ere not being made 
cu rren tly .
It is ,  th erefo re , suggested that the unexpended balances due em ployees be deposited 
m ore promptly.
MASSACHUSETTS REFORM ATO RY R E P O R T  NO. 54-122
Accounts R eceivab le : Attention is  d irected  to the fac t that the outstanding m ainten­
ance accounts rece iv ab le  of $ 1 1 9 ,6 5 0 .4 7  includes $ 1 1 9 ,3 2 4 .3 7  due from  the Industries 
for Heat, Light and Pow er. Of the rem ainder of $326. 10 which was outstanding on 
A pril 12, 1954, $54. 50 was received  while th is  audit was in p ro g ress .
Jou rnal E n tr ie s : It was noted that a ll the journal en tr ies  do not include com plete 
substantiating explanations. The suggestion made in previous audit rep o rts  re la tiv e  to 
the incorporation of such inform ation is  accordingly repeated.
F arm  R eport: Attention is  d irected  to the fact that the 1953 Farm  Report was not 
properly completed as regard  to Sheet I— 1, inasmuch as the detail showing the co st of 
purchases is  not in agreem ent with the cost led ger. It is  understood that a new ledger 
sheet has been devised which should elim inate the present difficulty.
An exam ination of the "deaths by d ise a se " as appearing in the herd and other stock 
reco rd s indicates no re a l departure from  norm alcy , excepting in the case  of hens and 
chickens. The high death rate  h ere  has been attributed to a re sp ira to ry  d isease which 
infected the flock in A pril 1953.
It was noted that the corresponding farm  ch arges and cred its  for H orse Labor and 
T ru ck  Labor w ere not in agreem ent.
Milk production averaged 5 ,3 0 8  quarts per cow for the year and was produced at an 
average co st of 12 .6 7  cen ts per quart.
Egg production averaged 229 eggs per hen per year at an average co st of .5 3 1  cents 
per dozen.
Canteen Accounts: During the period under audit two sep arate funds w ere esta b ­
lished  within this activity  as follow s: "C o-op erative Aid Fund" and " F ir e  Insurance 
Fund". In th is connection it was noted that ten per cent of the canteen g ro ss  p rofits is
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of deserv ing inm ates, p articu larly  at tim e of re le a se .
T h ree  inm ates now operate the canteen, one of whom manages the branch canteen at 
the fa rm  dorm itory . T hese inm ates a re  paid $ 2 0 .0 0 , $ 1 0 .0 0  and $ 1 0 .0 0  respectively 
per month, le s s  any monthly canteen shortages which develop.
The p resen t bookkeeping method of handling "sh o rtag es" has been to adjust the 
"P u rch a se  at Selling P r ic e "  column in the cash  book by the amount of these shortages 
and to charge the Operating Expense for only the actual amount paid to the inmates 
m onthly. The proper method would be to charge the Operating Expenses for the entire 
amount of sa lary  due the inm ate and enter that part of the shortage which is reimbursed 
by the inm ates on the re ce ip t side of the cash book.
In d u stries -  Unfilled and Incom plete Sales O rders: As of the date of this audit 
th ere  w ere 139 unfilled o rd e rs , sev era l of which were dated in July 1952 The reason 
advanced for th is larg e number was - "the shortening of the work week and the inexper­
ienced personnel and turnover of available inm ates". It was further noted that many 
o rd e rs  have been canceled because of inability to complete.
^ ^ us, ^ ie„s '  ° P eratm g L o ss : The operating statem ent for the fisca l year ending 
June 30, 1953 shows a loss of $43, 445. 97 which when charged to the Surplus account 
crea ted  a d eficit balance of $ 3 ,7 6 1 . 33. It was further noted that the operating statement 
to M arch 31, 1954 shows a loss for the f ir s t  nine months in the 1954 fisca l year of 
$35, 147. 70. This would seem  to be the result of diminishing sales with no substantial 
corresponding d ecrease in the operating expenses.
Ind ustries -  Capital Expenditures: It was noted that as of April 12, 1954, machin­
ery  and equipment which had been purchased at a cost of $99 ,997 .47  had not been 
entered in the M achinery and Equipment account in the general ledger, nor had any 
depreciation  been charged for it.
This m achinery was purchased from  three separate accounts and was provided by 
appropriations from  the G eneral Fund and by tran sfers  from the State Prison Colony 
Ind ustries Fund.
It is  understood that when the en tire purchase transaction has been completed, it 
w ill be posted to the general ledger and depreciation will then be taken.
Ind ustries -  Heat, Light and Pow er: It was noted that the Heat, Light and Power 
b ills  have not been paid to the m aintenance accounts of the institution since 1941. 
Attention is  d irected , however, to the fact that if these b ills  were to be paid as of the 
audit date, the cash in the fund would be en tirely  depleted.
Ind u stries - Auto R ep a ir: Attention is  d irected  to the fact that this activity within 
the Ind u stries was abandoned during the previous audit period.
Ind u stries - P ro cessin g  System : It was noted that the Industries Section does not 
have a control account in the general ledger for goods in p rocess, and in this connection 
it is  indicated on the date of audit there w ere approximately 3 4 ,000  pounds of waste 
m a teria l on hand at an estim ated  value of $ 1 7 ,0 0 0 .0 0  which would normally affect oper­
ating co st. It is understood that this m aterial will be brought on to the general ledger 
in a contro l account at the beginning of the 1955 f isca l year.
Ind ustries -  A rtic le s  Sold for L e ss  than C o s t :  A com parison o f the unit costs with 
se llin g  p rice s  as per the Ind u stries' catalogue was made of item s s o ld  during one month 
during the audit period. The following m ajor variances were noted in this regard :
Item Unit C o st Unit Selling P r ice
#50 Blanket 
#350 Blanket 
#424 Blanket 
#580 Blanket 
#690 Blanket
$ 2 95 
13 00 
4 75 
10 41 
20 47 
7 55 
4 92
$ 3 40
5 25 
4 50
6 50 
8 50
4 75
5 50
Hospital Blanket 
#107 Chair
P.D . 6 169
#400 T ypist Chair $21 07 $22 50
#429-0  Chair 12 90 15 00
#429-2  Chair 16 33 17 25
#429-5  Chair 20 24 25 00
#4 2 9 -6  Chair 23 04 30 00
#521-0  Chair 5 48 6 50
#5 2 2 -0  Chair 5 36 6 50
L o sses may probably 
individual overhead loads.
be attributed to a low rate  of production and consequent heavy
STATE PRISON R E P O R T  NO. 54-123
Surety Bonds: The previous audit rep ort stated :
"It was noted that the head c le rk  under the M aintenance Section and 
the senior bookkeeper in the Ind ustries Section, both of whom handle cash, 
a re  not bonded. In th is connection it was noted that a le tte r  had been sent 
to the C om m issioner of C orrection  dated O ctober 2, 1952 requesting 
authority to obtain the n ecessa ry  coverage. To M arch 30, 1953 no action 
had been taken on the m atter.
"It is ,  th erefo re , again suggested that steps be taken to include these 
two em ployees with those that a re  p resen tly  bonded. "
To date this situation rem ain s the sam e, hence attention is  again called  to it.
Sale of W aste P ap er: It was noted that during the period under audit 52, 875 pounds 
of waste paper w ere sold for $ 1 6 8 .0 1 , a ll of which was cred ited  to the P rinting Industry 
reg ard less of sou rce. In this connection it would seem  that som e portion of it should 
have been credited to the M aintenance D ivision. As a m atter of inform ation, it is  noted 
that the procedure is  to notify the State Purchasing Agent periodically  of the quantity of 
w aste paper on hand and he obtains bids and advises the P riso n  of the highest bidder.
Underwear Shop Closed: It was noted that th is shop was closed  on Febru ary  26, 
1954 in accordance with a le tte r  to the Warden from  the C om m issioner of C orrection  
dated January 29 , 1954, which reads in part as follow s:
"I am writing you with reference to the Underwear Industry at your 
institution and call your attention to the fact that the Financial Report for 
the past five fiscal years shows a total loss in operation of that depart­
ment amounting to $56 ,876 .05 , itemized as follows:
1949 - $ 7 ,4 9 3 22
1950 - 9 ,1 7 4 44
1951 - 10, 551 12
1952 - 7 ,4 0 5 28
1953 - 22 ,251 99
and that in the present f is c a l y e ar, based on cu rren t re p o rts , the lo ss  is  
pro jected  to be in the vicinity  of $ 1 2 ,0 0 0 .0 0  to $15, 000. 00.
"T h e re fo re , by authority of Chapter 127, Section 51 of the General 
Law s, I wish to advise you I do not consid er that th is industry should be 
operated fu rth er and se t the date of Febru ary  26 , 1954 for the sam e to be 
d iscontinued ."
It was noted that for the nine months ended M arch 31, 1954, the financial reDort of 
that date showed a lo ss  of $13, 6 6 5 .0 3 . ^
Industries -  Heat, Light and Pow er: The present method of establish ing the charges 
made by Maintenance for heat, light and power to Industries has been the su b ject of Hi* 
cussion in the past sev era l audit rep o rts . In th is  connection the Supervisor of Industrie* 
has stated that when the new State P rison  at Norfolk is completed, provision win be made 
to properly identify and a llocate these charges d irectly  to each industry. d
Ind ustries -  Adjustm ents of Inventories: The previous audit report stated:
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"P rev io u s audit rep orts have recommended that a ll adjustments of raw 
m a teria ls  and finished goods, should be entered in the general ledger 
control accounts as sep arate en tries and not as additions to purchases or 
is su e s . As th is  suggestion has not been adopted, attention is  again 
d irected  to i t . "
In th is  connection it was noted that th is situation rem ains unchanged. Therefore, 
the foregoing recom m endation is  repeated.
Scrap  M etal D isp osal: The previous audit rep ort stated:
"In  accord an ce with instru ctions received from the Executive Depart­
m ent, and the C om m issioner of the Department, 128,005 pounds of scrap 
m eta l w as turned over to the Department of Public W orks. In this con­
nection  the le tte r  from  the Com m issioner of Correction included the 
following statem en t:
' .  . . and arrangem ents a re  being made so that the proceeds will 
be given to the institution that delivers the junk . . . '
"T o  the date of the audit, March 30, 1953, this institution has not been 
paid for the scrap  m etal turned over to the Department of Public Works, 
and it is  further understood that the receipts indicated have been credited 
to the Highway Fund in the Department of Public Works. "
It was noted that on date of this audit the situation remains the same.
Catalogue of P r ice s : It was noted that the Department of Correction issued in 
Septem ber 1951 a catalogue of A rticles and M aterials produced at its various penal insti­
tutions. In sert sheets dated October 1952 have been added since that date.
R egistry  of Motor Vehicles - Accounts Receivable -  Industries: On April 23, 1954 
the accounts receivable ledger showed unpaid charges totaling $229,494.01 . Of this 
amount, $ 2 1 9 ,4 0 6 . 51 had been billed to the Registry of Motor Vehicles at a price of 
24 1/2  cents per pair of plates, but the b ills  had been returned to the State Prison for a 
p rice  adjustm ent. In accordance with a letter dated April 22, 1954 from the Commis­
sio n er of C orrection , the price per pair of plates was reduced to 21 cents. On May 20, 
1954, adjustm ents totaling $31 ,241 . 59 were made in the accounts receivable and new 
b ills  at the ra te  of 21 cents per pair of plates rendered to the Registry of Motor Vehicles.
Apparently the adjustment was n ecessary  so that the billed price would conform to 
the unit cost of p lates allowed in the budget request of the Registry of Motor Vehicles.
In th is connection re feren ce  is  made to two letters written by the Commissioner of 
C o rrectio n , copies of which follow:
C
O
P
Y
THE COMMONWEALTH OF MASSACHUSETTS 
D EPARTM ENT O F CORRECTION 
STA TE HOUSE, BOSTON 33
April 22, 1954
John J .  O 'B rien , Warden 
State P riso n  
Charlestow n, M ass.
D ear Warden O 'B rien :
P le a s e  be in form ed  we have been  in stru cted  by C a rl A. S h erid an , C o m m is- 
s io n e r  o f A d m in istra tio n , to b ill  the R e g is tr y  o f M otor V e h ic le s  fo r  1955 
p la te s  at a  unit c o s t  re q u e sted  in the Budget and approved by the L e g is la tu re . 
T h e r e fo r e , I am in stru ctin g  you to b ill th ese  p la te s  at a  unit c o s t  o f 21f! per 
p a ir  and to ad ju st y ou r re c o rd s  acco rd in g ly .
Very truly yours,
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REUBEN  L . LURIE
/ s /  REUBEN L . LURIE 
COMMISSIONER
c. c . : R. F . King, R e g is tra r  of Motor V ehicles
C. A. Sheridan, C om m issioner of A dm inistration
C THE COMMONWEALTH O F MASSACHUSETTS
O
P D EPARTM ENT OF CORRECTION
Y
STA TE HOUSE, BOSTON 33
A pril 22, 1954
Rudolph F . King, R e g istra r of Motor V eh icles 
100 Nashua Street 
Boston, M assachusetts
Dear R e g is tra r  King:
I am enclosing copy of le tte r  to the W arden of the State P riso n  dated 
A pril 22, 1954, instructing him to b ill you for 1955 number p lates at a unit 
cost of 21(1 per p air.
In the future, when preparing your Budget, I am asking that you secu re  a 
written quotation from th is o ffice  on your requirem ent of number plates for 
budgetary purposes, as I s t il l  am of the opinion, under Section 58, Chapter 
127 of the G eneral Laws, it is  the resp onsib ility  of this Departm ent to 
p rice  a ll a r t ic le s  supplied by the prison s to the Commonwealth, counties, 
c itie s  and towns, which shall conform  as n early  as may be to the w holesale 
m arket ra tes  for s im ila r  goods m anufactured outside the prison.
V ery truly yours,
REU BEN  L . LURIE
/ s /  REU BEN  L . LURIE 
COMMISSIONER
Enc.
CC. C. A. Sheridan, C om m issioner of Adm inistration
Inm ates' P erson al Funds -  Cash D eposits: The previous audit rep ort stated :
"It  was determ ined to be im possible to check resp ectiv e bank deposits 
to p articu lar cash  book re ce ip ts  because the cash receiv ed  in cu rren cy is  
accum ulated and deposited in round amounts. In th is connection it was 
noted that a total of $2, 0 7 5 .0 0  of such cu rren cy was on hand as of the audit 
date. This p ractice  is  apparently n ecessa ry  so that th eir cash  may be 
returned to inm ates when leaving the institution on parole or re le a se . In­
asmuch as the policy of accum ulating cash  is  a dangerous one, it is  
suggested that other arrangem ents be made fo r the return of cash  to 
inm ates, and that a ll cu rren cy be deposited as receiv ed  within a resonable 
p erio d ."
It was noted that on the date of this audit, the sam e situation prevailed except that 
the amount of cu rren cy on hand was only $373. 87.
Canteen Fund -  Benefit P aym ents: The expenditures for the benefit of inm ates w ere 
analyzed for the audit period as follow s:
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Moving P ic tu re s :
O peration, R ep a irs , F ilm  and R elated Item s $ 462 10
53 26M usical Instrum ents and Supplies 
Holiday Item s:
Ice  C ream  
Cake, P a stry , e tc .
Sports Equipment 
T elev ision  Set
New spaper, P rinting , Supplies, e tc . and 
C alendars
P e rio d ica ls  fo r L ib rary
E le c tr ic a l  and Radio Supplies and R ep airs
M iscellaneou s Expenditures
$ 1 ,2 7 9  75
228 90 1 ,508  65
282 07 
195 00
316 91 
239 75 
131 08 
26 50
$3,215 32
INDU STRIAL SCHOOL FOR GIRLS REPORT NO. 54-124
F arm  R eco rd s: P rev iou s audit rep orts have called attention to certain conditions 
and situ ations with re sp ect to the farm  and its related  accounts. Particular reference 
was also  made to the pay ro ll status of certain  farm  employees.
The en tire situation was again reviewed in connection with this examination. It was 
noted that the Head F arm er was tran sferred  from the pay ro ll of the Lyman School for 
B oys to the pay ro ll of this institution as of July 1, 1953. A tractor driver and a farm 
hand w ere likew ise tran sferred .
It was fu rth er learned that the senior bookkeeper was presently engaged in preparing 
the 1953 farm  re p o rt. Only this report was being prepared and apparently it is  not con­
tem plated preparing such rep orts for the 1951 and 1952 farm  years, which the previous 
audit rep ort indicated w ere not then available.
The farm  production for the 1953 farm  year totaled only $1 ,934 . 15.
M ate ria ls  and Supplies: Previous audit rep orts called attention to shortcomings in 
th ese accou nts, p articu larly  to the number and type of adjustments occasioned by inven­
tory  taking.
In o rd er to determ ine whether o r not th ere had been some improvement in the gen­
e r a l  storeroom  conditions, a com plete physical inventory was taken in connection with 
th is  exam ination. As a re su lt, it was noted that th ere w ere overages in 69 items with a 
to tal value of $347. 23, and sh ortag es in 145 item s with an aggregate value of $1 ,355.40 .
It was fu rth er noted that th ere  had been no appreciable improvement with respect to 
method of handling adjustm ent requ isitions.
It i s ,  th ere fo re , recom m ended that the C om p tro lle r's  Bureau survey this situation 
and advise the institution personnel concerned in the proper procedure and practices 
re la tin g  to m aintenance of th ese accounts.
G en era l: The audit rep o rts  of this Board for the past five y ears have indicated that 
the en tered  re co rd s  of th is Board w ere so fa r  behind the actual transactions on the 
re sp e c tiv e  audit dates that it had been im possible to make the annual examinations 
requ ired  by statu te . In th is connection it was noted that the condition of the records 
applicable fo r the 1953 year which w ere found when this audit was initiated on April 26, 
1954, again ind icates that the Board had not yet brought th eir record s to a current basis. 
On that date the following situ ations existed  with re feren ce  to the record s:
a) T r ia l  balances o f subsid iary  control led gers, D ecem ber 31, 1953 -
not com pleted
b) T r ia l  ba lan ces of individual accounts led gers , D ecem ber 31, 1953 -
not com pleted. Only one out of 25 State D epartm ents com pletely 
posted to the led ger card s for y ear 1953; and only 8 out of 48 
State H ospitals, T ea ch e rs  C olleges and Institutions com pletely 
posted to the ledger card s for the year 1953
c) T r ia l  balances of individual accounts led gers recon ciled  to th eir
su bsid iary  control led gers , D ecem ber 31, 1953 - not completed.
STA TE BOARD O F R ETIR EM EN T REPO RT NO. 54-125
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B ecau se of the foregoing conditions, it was again deemed im possible to com plete the 
v erification  of the financial tran saction s for the calendar year 1953; to balance the 
individual accounts led gers to th eir resp ectiv e subsid iary ledger contro ls and to the 
general ledger contro l; and to verify  the balances of the m em bers of the State R etirem en t 
System as of D ecem ber 31, 1953.
Attention is also  d irected  to the fact that certa in  statem en ts indicating changes in the 
various funds, e t c . , fo r the cu rren t year and th eir status at the end of the year could not 
be prepared because of the absence of the n ecessary  data.
Position Schedule Bond: It was noted again that the only position covered by bond 
was that of the Executive S e cre ta ry . At the p resen t tim e, the only em ployee handling 
funds is  the sen ior bookkeeper who m aintains the cash book and also  a c ts  as custodian of 
monies until they are  turned over to the State T re a s u re r . T his em ployee, however, is 
not bonded and it is  suggested that n ecessary  step s be taken to provide such a bond.
Annual Statem ents of Individual Account B a la n ces : It was noted that no notices of 
balances, e t c . , have been sent to the m em bers of th is system  for the y ears ended 
Decem ber 31, 1951, D ecem ber 31, 1952 and D ecem ber 31 , 1953.
WRENTHAM STATE SCHOOL R E P O R T  NO. 54-126
P atients' Bankbooks: In connection with the exam ination of patients' bankbooks on 
hand it was noted that Book #8777 with a balance of $19. 81 in the Grafton Savings Bank 
could not be located. The bank was notified of th is lo ss  and indicated that step s would be 
taken to recov er it by newspaper advertising.
It was also noted that certain  bankbooks had had no in terest cred ited  to them by the 
National Bank of Wrentham because the resp ectiv e  outstanding balances w ere le s s  than 
$ 2 5 .00 . It was further noted that on balances in e x ce ss  of $ 2 5 .0 0  th is bank pays in terest 
at the rate of only 1% per year. This rate would appear quite sm all when com pared to 
that paid by other savings banks in the Commonwealth.
A few bankbooks showed in co rrect balances on the date of audit and th ese were 
corrected  by the bank while the audit was in p ro g ress , and in th is connection a le tte r 
dated April 14, 1954 from  the National Bank of W rentham  was found in the file s  acknowl­
edging an e rro r  of $ 5 0 0 .0 0  in passbook No. 7039. T his e r ro r  was subsequently co rre cte d .
Farm  Report for 1953: During the month of February 1953, an abnorm al r is e  in the 
death rate  of hens was noted and, as a re su lt, som e hens w ere sent to the Experim ent 
Station of the U niversity of M assach u setts for exam ination where a diagnosis of fowl 
typhoid was made. The Departm ent of Mental Health was notified who, th erea fter, 
recommended that the en tire flock of hens and chickens be disposed before M arch 20,
1953. A d irect effect of th is action was the cessation  of egg production from  that date to 
the end of the 1953 y ear.
The total egg production for the 1953 farm  year was 11 ,967  dozen at an average 
production cost of $. 94 per dozen. This in crease  in cost over the previous year was 
attributed to a 70% d ecrease  in production with only a 50% d e crease  in co sts .
It was also  noted that the production of pork totaled 64 ,0 7 5  pounds at an average cost 
of $. 245 per pound. This indicated an improved situation when the average p rior y e a r 's  
cost was $. 369 per pound.
Milk production has d ecreased  sin ce the previous year because of a sm a ller average 
number of cows in the herd, while the production co st per quart ro se  from  $ . 1201 to 
$. 1378.
Industrial Accident C a se s : T here were 49 new ca se s  reported in this category sin ce 
the prior audit date. Of this num ber, 39 lost no tim e from  work and w ere paid through 
the institution pay ro ll, and two ca se s  e lected  to take sick  leave in p referen ce to com ­
pensation for the tim e they were disabled. The rem aining 8 ca se s  sought compensation 
from  the Division of Industrial Accidents of which s ix  received  compensation and two are 
s t il l  pending.
It was further noted that one employee who suffered a back injury in February of 1951 
was paid $ 3 0 .0 0  per week by the Division of Industrial A ccidents. In May of 1952 an 
application for discontinuance of payments was filed  by the institution but th is application 
was re jec te d  by the Division and compensation is  s t ill  being received  by the em ployee. 
Although the em ployee's name is  s t il l  retained on the institution pay ro ll, she has not 
actually worked sin ce the date of the injury. It is  recom m ended that the institution seek 
to have the Division of Industrial A ccidents review  th is case  so that the status of this
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em ployee be currently  ascertained .
BUREAU O F ACCOUNTS REPO RT NO. 54-127
Accounts R eceivable Ledger*. It was noted in the present accounts receivable ledger, 
w here a re  recorded the sa le s  of supplies to c itie s , towns and d istric ts , that no credit 
colum ns a re  provided in which to record  cash payments received by the Bureau or 
amounts to be a ssessed  by the State T re a su re r  for sa les  of supplies unpaid at the end of 
the calend ar y e ar. It is  suggested that the present ledger sheets be revised so that this 
condition may be rectified .
Pay R o lls : It was noted that the salary  of an employee of the Cigarette Tax Bureau 
in the Departm ent of Corporations and Taxations amounting to $3 ,7 2 0 .0 0  annually, is 
cu rren tly  being charged to the pay ro ll account of this Bureau. As a result, these 
accounts appear to have been im properly charged with $ 3 ,1 0 0 .0 0  for the period July 1, 
1953 to A pril 30, 1954. It is  suggested that the n ecessary  action to correct the status of 
th is em ployee be taken.
Cash Book: It was noted that a ll cash rece ip ts, irrespective of source, are now 
record ed  in the cash  book in accordance with the suggestion made in the previous audit 
rep o rt.
Incom e Cash: It was noted that the rece ip ts from  Certification of Notes are now 
being deposited by the Bureau d irectly  with the State T re a su re r  in accordance with the 
procedure outlined in the previous audit report.
DIVISION O F EM PLOYM ENT SECU RITY REPORT NO. 54-128
G en eral: Funds for unemployment compensation payments and for administration of 
the State Division of Employment Security  are  provided for by maximum taxes of 3% 
a sse s se d  against pay ro lls . Funds expended in M assachusetts for these purposes are 
provided for o r o ffset en tirely  by co llections from  em ployers within this Commonwealth. 
Starting January 1, 1954 co llections w ere based on em ployers' experience ratings.
Irred u cib ly  included in th ese taxes is  an assessm en t of . 3% collected by the Federal 
Governm ent from  em p loyers, which, while it is  not segregated for this purpose, offsets 
the sum s provided by the Fed eral Government to adm inister unemployment compensation. 
Under th is  levy, on the b a sis  of available s ta tis tica l re co rd s, it is  understood that Massa­
chu setts em ployers paid approxim ately $ 1 1 ,3 0 0 ,0 0 0 .0 0  into the Federal Treasury during 
the 1953 f is c a l  y e ar. During this period, the Commonwealth received and expended 
approxim ately $ 8 ,7 5 0 ,0 0 0 . 00 for the adm inistration of this Division. This amount repre­
sen ts 77 . 4% of the taxes co llected  from  M assachusetts em ployers for this purpose.
V eteran s' Read justm ent A ssistan ce Act of 1952: The Commonwealth, through the 
D ire c to r  of Em ploym ent Secu rity , entered into an agreem ent with the United States 
S e cre ta ry  of Labor to provide unemployment compensation to veterans as defined in the 
V eteran s ' Read justm ent A ssistan ce  Act of 1952.
V eteran s elig ib le  under this Act may re ce iv e  $ 2 6 .0 0  per week for no longer than 26 
w eeks. The Commonwealth is  to be reim bu rsed  by the Federal Government for these pay­
m ents with the exception of veterans who a re  entitled to benefit payments under the State 
Unemployment law. In such instan ces the Commonwealth will be reim bursed only for 
that portion of the benefit paym ents in ex ce ss  of the amounts to which they are entitled 
under the State Unemployment law.
R elation  of Benefit Paym ents to Em ployer Contributions: In compliance with 
Section  14, (b), Chapter 151A of the T ercen ten ary  Edition of the G eneral Laws, the four 
low est contribution ra te s  w ere in creased  by .5%  with a maximum of 2 .7% , effective as of 
Jan u ary  1, 1950. E ffectiv e  January 1, 1951, the ra te s  w ere all set at 2 .7%  and were 
m aintained until Jan uary 1, 1954. A statem en t of benefit payments together with 
em ployer contributions and in terest for the five f isc a l periods beginning with Ju ly  1, 1949 
follow:
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Em ployer
Contributions
and In terest In terest
Date
and P en alties 
L e ss  Refunds
Credited by 
U .S . T reasu ry Total
Net Benefit 
Paym ents
July 1, 1949 to 
June 30 , 1950 $ 4 9 ,0 6 1 ,8 3 2  72 $ 3 ,1 0 4 ,8 4 3  77 $ 52, 166 ,676  49 $ 1 1 1 ,6 8 3 , 504 18
July 1, 1950 to 
June 30, 1951 7 6 ,3 5 3 ,4 2 5  29 1 ,4 1 8 , 168 01 7 7 ,7 7 1 ,5 9 3  30 4 8 ,5 9 9 ,7 4 4  22
July 1, 1951 to 
June 30 , 1952 98, 1 45 ,038  95 2 ,7 5 1 ,0 9 3  52 1 0 0 ,8 9 6 , 132 47 6 0 ,4 9 4 ,0 5 5  75
July 1, 1952 to 
June 30 , 1953 100, 1 16 ,354  92 3 ,8 1 1 ,8 6 8  95 1 0 3 ,9 2 8 ,2 2 3  87 4 4 ,7 5 7 ,9 6 9  37
July 1, 1953 to 
May 3, 1954 7 7 ,8 6 8 ,2 2 0  88 5 ,4 9 3 ,7 9 7  46 8 3 ,3 6 2 ,0 1 8  34 4 7 ,6 6 0 ,3 6 0  10
$ 4 0 1 ,5 4 4 ,8 7 2  76 $16 , 5 79 ,771  71 $418, 1 24 ,644  47 $ 3 1 3 ,1 9 5 ,6 3 3  62
The effect of the in creased  contribution ra te s  is  of cou rse re flected  in the foregoing 
schedule.
Contribution R ate s : Chapter 397 of the A cts of 1953 incorporated  se v e ra l rev isio n s 
into Chapter 151A of the T ercen ten ary  Edition of the G eneral Law s.
In this connection Sections 14 (i) and 14 (j) of said  Chapter 151A of the T ercen ten ary  
Edition of the G eneral Laws follow:
"Section  14 (i). The contribution ra te  of each  em ployer sh all be two 
and seven-tenths per cent of that part of h is pay ro ll su b ject to th is 
chapter, except as fo llow s:-
(1) If p rior to o r on O ctober 1, 1953 the Unemployment Compensation 
Fund available for benefits becom es s ix  per cent of total taxable wages 
as determ ined in subsection (h) (2) above, the exp erien ce ra te  of each 
em ployer sh all be determ ined in accordan ce with Schedule A for the 
calendar year 1954.
Schedule A provides exp erien ce ra te s  ranging from  1% to 2 .7% .
(2) W henever, as of any computation date a fter nineteen hundred and 
fifty -th ree  the unemployment com pensation fund available for benefits 
is  le s s  than five and one half per cent of to tal taxable wages as d e ter­
mined in subsection (h) (2) above, the exp erien ce ra te  of each  em ployer 
for the ensuing calendar year sh all be two and sev en -tenths per cent.
(3) W henever, as of any computation date a fter nineteen hundred and 
fifty -th ree  the unemployment com pensation fund available for ben efits 
is  equal to o r exceeds five and one half per cent but is  le s s  than seven 
per cent of to tal taxable wages as determ ined in subsection (h) (2) above, 
the exp erien ce ra te  of each em ployer for the ensuing calend ar year shall 
be determ ined in accordan ce with Schedule A.
(4) W henever, as of any computation date a fter nineteen hundred and 
fifty -th ree  the unemployment com pensation fund available for benefits 
is  equal to o r exceeds seven per cent o f to tal taxable wages as d e ter­
mined in subsection (h) (2) above, the exp erien ce ra te  of each  em ployer 
for the ensuing calendar year shall be determ ined in accordan ce with 
Schedule B .
The ra te s  in Schedule B . range from  0. 5% to 2 .7% .
(5) If at any tim e during any qu arter the Unemployment Compensation 
Fund available for benefits is  le s s  than four and one half per cent of 
to tal taxable wages as determ ined in subsection  (h) (2) above, the ex p er­
ience ra te  for each  em ployer beginning with the f i r s t  day of the following 
qu arter sh all be two and seven-tenths per cent.
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(j) (1) W henever, as of any computation date after September th irtie th , 
nineteen hundred and fifty-tw o the re se rv e  percentage of the solvency 
account is  m ore than one fourth of one per cent but le s s  than one half of 
one per cen t, an amount equal to th ree-ten th s of one per cent of the ta x ­
able wages paid by an em ployer during the four consecutive quarters 
im m ediately preceding the computation date and including the quarter 
ending on said  computation date sh all be charged to the em ployer’ s 
account, providing the account balance is  positive, and cred ited  to the 
solvency account.
(2) W henever, as of any computation date a fter Septem ber thirtieth , 
nineteen hundred and fifty-tw o the re se rv e  percentage of the solvency 
account is  one fourth of one per cent or le s s ,  an amount equal to six - 
tenths of one per cent of the taxable wages paid by an employer during 
the four consecutive q u arters im m ediately preceding the computation 
date and including the qu arter ending on said computation date shall be 
charged to the em p loyer's account, providing the account balance is 
p o sitiv e, and cred ited  to the solvency accou n t."
Attention is  d irected  to the fact that the total taxable wages in M assachusetts for the 
1952 calend ar year w ere $ 3 ,6 3 6 ,3 4 7 ,3 3 6 .0 0 . The fund balance would have to be 
$ 2 1 8 ,1 8 0 , 840. 16 on the computation date (September 30, 1953) in order that employer 
exp erien ce ra te s  might becom e effective for the succeeding calendar year of 1954. On 
Septem ber 30 , 1953 the fund balance was $ 2 3 4 ,4 5 9 ,7 6 6 .8 2 , and the experience rate of 
each  em ployer w ill be determ ined in accordance with Schedule A, section 14 (i) (1) of 
Chapter 151A for the calendar year 1954.
Debit M em oranda: Q uarterly contribution reports as submitted by the employers 
a re  exam ined by the Desk Audit Section of the Contribution Department, and if it is deter­
mined that additional contributions, in terest o r penalties are payable to the division so- 
ca lled  debit mem oranda a re  issued. The amount determined to be due from each 
em ployer is  then posted to the em ployer ledger account in the Delinquency and Collection 
D ivision.
When checks receiv ed  in payment of contributions are  returned by the bank as dis­
honored, charge vouchers a re  made out by the ca sh ie r 's  unit, and debit memoranda are 
correspondingly issued to the em ployers.
The total amount of debit memoranda is  re flected  in the State general ledger in the 
account "C ontributions R eceivable -  U nder-paym ents". The balance in this account on 
A pril 30, 1954 was $ 1 ,5 8 4 ,8 9 1 .0 3 .
M aintenance E xp en ses: A com parison of certain  maintenance expenses for the five 
f is c a l  y e a rs  ended June 30, 1953 follow s:
F is c a l  Y ear F isc a l Year F isca l Y ear F isca l Year F isca l Year
1949 1950 1951 1952 m 3
P erso n a l
S e rv ice s $ 5 ,2 2 1 ,1 3 1  60 $ 6 ,5 3 7 ,0 1 3  73 $6, 199 ,605  04 $ 6 ,6 7 2 ,6 4 8  88 $7 ,170 ,077
28
Rent of 
Buildings 3 4 4 ,7 8 6  15 3 6 6 ,7 0 8  09 4 64 ,622  02 527,926 86 565,640
82
R ental of O ffice 
M achinery 165 ,8 9 4  16 1 85 ,944  99 194, 191 80 181,212 84 189,908 08
R e p a irs , O ffice
Fu rn itu re and
5 ,953  81 8,553 36F ix tu re s 10, 560 99 47 ,4 3 3  43 13 ,223 85
P u rch ase  of
79,895 71Equipment 7 ,8 2 1  33 56 ,5 8 4  24 81 ,2 6 0  80 105 ,796  95
$5, 750, 194 23 $7 , 193, 684 48 $6, 952, 903 51 $7, 493, 539 34 :$ 8 ,0 1 4 ,0 7 5 25
R estau ran t: T h ere is  a restau ran t in operation in the basem ent of 881 Common­
wealth Avenue, Boston, which is  operated by an individual not a Division em ployee. To 
date th ere  has been no incom e from  this sou rce accruing to the Division which at present 
fu rn ish es sp ace, heat, light and w ater. In the past the Division review ed the possib ility  of 
a sse s s in g  rental charges to a p red ecesso r concern but decided that to make such charges 
would work hardship on the p rop rietor. It is  understood that the national office of the
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United States D epartm ent of Labor is  considering the establishm ent of a policy con cern ­
ing lunchroom and ca fe te ria  sp ace, as well as incom e from  vending m achines.
PONDVILLE STA TE HOSPITAL R EP O R T NO. 54-129
Rental Incom e: The previous audit re p o rt's  suggestion that the housekeeper m ain­
tain a re co rd  indicating each room  by number together with th eir occupancy status has 
been complied with.
That report a lso  suggested that room num bers be entered on sa le s  slip s which 
record  such transaction s so that incom e receiv ed  could be m ore easily  v erified . In this 
connection it was noted that step s a re  now being taken to put th is recom m endation into 
effect.
Accounts R eceiv ab le : In th is connection the previous audit rep ort stated :
It was noted that an amount of $ 9 9 5 .0 0  is  due from  a patient, who is  
s t ill  at this institution for board and c a re  rece iv ed  sin ce  November 14,
1952. P r io r  to that date the hospital expenses incu rred  w ere paid fo r by 
the Blue C ro ss . It was learned that th ere  was some question of liab ility  
because of the patient's claim  for reim bu rsem en t for in jury allegedly 
suffered while employed by the Commonwealth. T here also  appears to 
be a question of dom icile as affecting the right of the patient to re ce iv e  
treatm en t in th is State. It is  th erefo re  recom m ended that the D epart­
ment of Public Health seek to reso lv e th ese questions so that a s e t t le ­
ment may be reached as to this p atien t's l ia b ility ."
Correspondence seen in connection with th is exam ination would indicate that the 
dom icile has been adjusted. However, the question of settlem en t s t i l l  rem ain s unan­
sw ered. It was noted that th is individual is  s t i l l  a patient at the institution and current 
charges are  being made at the weekly ra te  of $ 3 5 .0 0 . On the date of th is  audit the out­
standing balance due was $ 2 ,6 6 5 .0 0  representing an in crea se  of $1, 6 7 0 .0 0  over the 
balance due at the tim e of the preceeding audit.
It is  again recom m ended that steps be taken to expedite the determ ination of this 
patient's settlem ent status.
The previous audit report a lso  stated as follow s:
"It is  also  suggested that in th ese in stan ces where patients a re  re ce iv ­
ing Blue C ross benefits a sep arate  ledger page be in serted  in the accounts 
receiv able ledger for the recording of ch arges covered by the Blue C ross 
as distinguished from  those ch arges made d irectly  on a 'p riv a te ' b a s is .
This w ill fac ilita te  the determ ination of amounts due from  private patients 
when Blue C ross benefits c e a s e ."
It was noted that the foregoing suggestion has been complied with.
It was fu rther noted that th ere w ere 14 patients o r fo rm er patients whose aggregate 
account balances are  in ex ce ss  of $ 3 ,3 0 0 .0 0 , where the question of liab ility  has been 
ra ised . It is  th erefore  recom m ended that th ese ca se s  be re fe rre d  to the Attorney 
G eneral as soon as possible for co llection  or disposition.
Control of P u rch ases : The previous audit rep ort stated in th is connection:
"It appears at the p resent tim e that adequate control over requ isitions 
and purchase ord ers made out by this institution is  not ex e rc ised  by the 
stew ard who was recently  appointed. This function is  being perform ed 
by the institution tre a su re r  because it apparently had been the p ractice  
during the te rm  of employment of the p rior stew ard. However, inasmuch 
as the stew ard ord ers m a teria ls  and supplies it is  th erefo re  n ecessary  
that he have control over requ isition s, purchase o rd e rs , and the budgetary 
control re g is te r  which indicates the balances of allotm ents available for 
additional com m itm en ts."
It was noted that these duties a re  now being perform ed by the institution stew ard.
The previous audit rep ort a lso  stated :
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"A  review  oi the filing system  further indicates that improvement is  
n e ce ssa ry  in the m anner of filing requ isition s, unfilled purchase o rd ers , 
and those o rd ers  which have been com pleted. It was learned however 
that step s w ill soon be initiated to re v ise  the p resent system . "
In th is  connection it was noted that a new file  cabinet was purchased and the records 
re fe rre d  a re  now being properly filed .
Incom e from  Vending M achines: The previous audit rep ort stated in this connection:
"In  ord er to properly account for a ll  incom e rece iv ed  from  vending 
m achines certa in  changes should be instituted with regard  to th eir co lle c ­
tion s. C on tracts should be drawn indicating the percentage of income to 
be paid to the institu tion. The presen ce of a designated institution 
em ployee should be required when co llection s are  made from  the machines 
by the vendors' re p resen ta tiv es. The cu rren t p ractice  of making co lle c ­
tion s and the m ere m ailing of unverified com m ission checks is  not 
adequate and does not prove whether the institution is  receiving that to 
which it is  entitled. "
Inasm uch as th is situation s t il l  p revails the comment is  repeated so that appropriate 
action  may be taken.
Bonding: It was noted that the sen ior c lerk -sten o g rap h er, who handles cash in the 
t r e a s u r e r 's  o ff ice , is  not bonded.
It is  recom m ended that arrangem ents be made so that she may be bonded.
It was also  noted that th ere  is  no m essenger bond to cover employees transporting 
State funds to the lo ca l bank for deposit. It is  th erefore  also  recommended that these 
em ployees be bonded.
Key Fund: T his fund rep resen ts deposits of $ . 50 each by employees for room keys. 
When an em ployee gives up h is room the key is  surrendered and a refund of the deposit 
is  made
At the date of audit th ere was $155. 50 on hand in the office in an envelope represent­
ing the cash  balance in th is  fund. ,
It is  suggested that th ese funds be deposited in a bank and that only a nominal amount
of cash  be kept on hand to make deposit refunds.
P atien ts ' Funds: All patients' funds and valuables received are placed in individual 
envelopes with the p atient's name and contents listed on the face of the envelope. These
envelopes a re  filed  in the tr e a s u r e r 's  o ffice.
Inm ates re ce ip t form  (CB 22) is  given to patients and the receipts are entered in a 
notebook*which *is kept in lieu of a regular patients' cash book. Requests for withdrawals
a re  Itrer r re ™ 1 r d e d rt L ? r r e k t r mpi ? l t s ' c a s h  book be obtained to record these 
tran sactio n s,0 and^hat a general ledger account be maintained for the control of all such 
funds.
MASSACHUSETTS MARITIME ACADEMY REPORT NO. 5
' 3 r » P  not he6;;¿ ^ e d  * *
State T re a su re r  nor had it been entered “ ' ^ a ' s h o r t S e o f  $3 .0 9  would have actually 
Had this rece ip t been properly recorded, a shortage ot »a.
been indicated as of the date of audit.
„ ___ n - <?tahle* During this audit period the com-
T ra n sfer of Property o e Academy, on behalf of the Commonwealth, in
m issio n e rs  of the M assachuse thousand dollars, tran sferred  certain  p arcels of
Z X  S t a b l e  a u t h o r i s e d  and directed by
Chapter 623 of the Acts of 1953.
Social Funds:
It was noted that three Social Funds, one fo r each c la s s , were
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establish ed  during the period under audit. The purpose of th ese funds is  to pay the 
expenses of the so c ia l ac tiv itie s  of the p articu lar c la s s e s .
The re ce ip ts a re  derived from  the yearly  Social Fee that each midshipman is  
expected to pay.
Bonds: It is  suggested that the C om m ission ers consid er the advisability of bonding 
those faculty m em bers who have charge of the funds of the A thletic Board  and the Y ear 
Book accounts.
Y ear Book Accounts: The p resen t system  of recording the tran sactio n s of the Y ear 
Book accounts does not provide m eans for sa tisfa cto ry  v erification  of re ce ip ts  and should 
be revised  to include th is  featu re.
Clothing Inventory: An inventory of the clothing and supplies was taken on May 4, 
1954 and was recon ciled  with the book inventory.
This inventory resu lted  in a shortage of $128. 68 which is  equivalent to 0 . 34% on net 
sa les  of $ 3 8 ,3 4 6 . 26.
STATE PRISON COLONY AT NORFOLK R E P O R T  NO. 54-131
Bond Coverage: It is  recom m ended that the em ployees who handle inm ates' re ce ip ts  
at the Gate House be bonded.
Inm ates' Compensation Fund: The balance in th is fund as of the date of the cu rren t 
audit was $ 2 9 ,3 5 7 . 86. It is  understood that payment of compensation to inm ates should 
commence when the balance in th is fund reach es $26, 0 0 0 .0 0 . In th is connection it was 
ascertained that inm ates' earnings w ere being computed for the qu arter Febru ary 28,
1954.
Industries -  A djustm ents: It was noted that the inventory adjustm ents indicated a 
substantial in crease  in the 1953 f is c a l  year over that of the previous y ear of $1 , 527. 93 
as compared with $ 1 ,1 4 0 . 21 . It is  suggested that b etter control of inven tories w ill tend 
to reduce such adjustm ents to a minimum.
Industries -  P ro fit from  O perations: The total sa le s  for the f is c a l  year 1953 were 
$521 ,815 . 64 as com pared with $ 5 6 8 ,4 3 3 . 89 for 1952, a net d ecrease  of $46, 618. 25. The 
profit for 1953 was $ 7 4 ,3 2 7 .0 9  which is  equivalent to 14. 24% on s a le s . The M etal and 
Shoe Shops indicated in cre a se s  in profits for th is y e ar.
ALCOHOLIC BEV ERA G ES CONTROL COMMISSION R E P O R T  NO. 54-132
Pending Refunds: The previous audit rep o rt included a l is t  of refunds totaling 
$5 2 .0 0  which w ere then pending. The Several item s involved were checked to a refund 
schedule or to a perm it o r ce rtifica te  subsequently issued.
As of the date of th is  audit th ere  w ere no pending refunds.
D epartm ental Income Account: The previous audit rep ort stated in th is connection:
"It  is  suggested that an account for departm ental incom e be set up in 
the general ledger of the com m ission . An account of th is nature is  m ost 
im portant and should be forthwith includ ed ."
It was noted that this recom m endation has not yet been followed, but it is  understood 
that such an account w ill be established  at the beginning of the 1955 f isc a l year.
Returned Check: It was noted that a check for $1, 5 02 .00  which had been returned by 
the bank because of "In sufficien t Funds" on January 14, 1954 was redeem ed by the 
"W h olesaler - Im p orter” on January 22, 1954, together with a se rv ice  charge of $ 2 .1 2  
which had been paid by the Com m ission.
M ED FIELD  STATE HOSPITAL R E P O R T  NO. 54-133
Shortage of Cash: The previous audit report commented on the ex isten ce of a cash 
shortage of $ 7 ,8 3 0 .0 0 . In th is connection it was noted that the en tire  amount of the 
shortage was recov ered  in August 1953.
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U nrecorded Cash -  C on tractors’ D eposits: The previous audit report commented 
that th ere  w ere th ree con tracts  in effect which required the deposit of cash  or a certified  
check in specified  amounts as perform ance bonds and further noted that there w ere three 
such deposits on hand, none of which had been recorded in the cash book.
It was recom m ended at that tim e that a ll future deposits be accepted only by c e r t i ­
fied ch eck s and that they be properly recorded.
It was noted, how ever, that no action has been taken in this connection and on the 
cu rren t date of audit two of th ese deposits w ere s t i l l  on hand, one represented by curren­
cy in the amount of $ 3 0 0 .0 0 , the other in the form  of a certified  check in the amount of 
$ 100 . 0 0 .
P atien ts ' Funds: The previous audit rep ort noted that there was on hand three checks 
drawn in favor of patients that had not been included with the P atients' Fund cash balance.
In th is  connection the Departm ent of Mental Health has taken steps to determine the 
value of two of th ese checks drawn in the respectiv e amounts of $6 ,086 . 54 and $5,000.00  
in favor of a patient. It now appears as a resu lt of this investigation that these two 
ch eck s have no value.
The th ird  check in the amount of $1 , 549. 44 which was dated April 9, 1953, drawn on 
the Quincy T ru st Company in favor of a patient admitted on April 9, 1953, was not on 
hand on th is  audit date. No inform ation or record  of this check ever having been on hand 
o r of its  disposition was available in connection with the current audit. The property 
card  of th is patient showed that all property listed thereon was returned on September 30, 
1953.
Room Rent Incom e: It was determined to be not possible to verify room rent income 
b ecau se the room  card s w ere not currently posted. It is  recommended that this record be 
alw ays cu rren tly  maintained.
P atien ts ' Bankbooks and P roperty: The method of handling patients' property at this 
institution re q u ires revision . At present, property cards are not completed and do not 
include all property received  from  patients. A previous comment in this report called 
attention to th ree checks not recorded. It was also noted that bankbooks were not listed 
on th ese card s in a ll ca se s . Certain  such bankbooks which were on hand at the time of 
the previous exam ination which were not on hand at the time of this current audit, could 
not be traced  or identified.
It is  th erefo re  recommended that these record s be made inclusive and be maintained 
on a cu rren t b a s is . It is  further suggested that arrangem ents be made so that the 
T r e a s u r e r 's  o ffice  may be advised of patients' discharges so that their funds and property 
m ay be returned to them promptly.
Canteen: A com plete inventory of the canteen taken on May 10, 1954 in connection 
with th is audit indicated a shortage of $551. 59 for the entire period of audit. It was also 
noted that monthly inventories taken by institution personnel during this period indica e 
that they w ere consisten tly  sh ort. No adjustm ents were made for these variances unng 
th is  en tire  period.
It was also  noted that deposits of rece ip ts a re  being made at an average of once 
weekly and on the date of audit nine days re ce ip ts  were s t ill  on hand. It is recommende 
that th ese deposits be made m ore frequently and in exactly  the sam e form as that in whic 
it was rece iv ed .
1953 Farm  R eport - Inventory: It was noted that the amounts of the beginning inven­
tory  of the 1953 farm  rep ort w ere not in agreem ent with th o se  of the closing inventory of 
the 1952 rep o rt. T h is resulted  in overstating the farm  lo ss  by $ 3 ,0 0 8 .6 8  during 1952.
The 1953 rep ort showed the c o rre c t inventories; th erefore , the resu lts  of operations 
w ere not affected .
Funds of D eceased P atien ts: It was noted that funds of deceased patients continue to 
accru e  at th is institution. No funds of deceased patients have been transm itted  to the 
Departm ent of Mental Health during this audit period.
It is  recom m ended that these funds be disposed of in accordance with existing 
d irec tiv e s .
Bonding of Em ployees: It was noted that the bond for the c lerk  in the T re a s u re r 's  
o ffice  who handles patients' funds was not renewed during this fisca l year. As this c lerk  
handles the patients' funds alm ost exclusively, it is  recommended that adequate bond
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coverage be obtained.
REFORM ATO RY FOR WOMEN R EPO R T NO. 54-134
Meal T ick e ts : During th is audit period there were 3 ,1 4 7  meal tick e ts used with a 
value of $ 9 ,4 4 1 .0 0 , of which 296 valued at $ 8 8 8 .0 0  w ere given to internes of this In sti- 
tution at no charge.
In regard  to th is m atter, le tte rs  authorizing free  issu es for these item s were seen 
with three exceptions, to whom 122 were issued.
It is  suggested that such le t te r s  of authorization should be available in a ll instances 
where tick e ts a re  issued at no charge.
R ents: It was noted that two em ployees w ere being charged le ss  than the amounts 
stipulated on the q u arters re g is te r  card s in the amounts of $. 50 and $. 47 resp ectiv ely .
In one instance the undercharges continued for a period of 41 weeks and in the other 
for 6 weeks. This m atter was brought to the attention of the Institution tre a s u re r , who 
indicated these two em ployees would be billed for the undercharges and the pay ro ll 
deductions would be adjusted.
Sale of Household Gas to Tenants: The previous rep ort stated that illum inating gas 
was sold to certain  em ployees occupying q u arters at a ra te  of eight cents per hundred 
cubic feet despite the fact that its actual average co st was substantially  m ore.
In this connection it was noted that the initial ra te  charged the Institution was $ . 195 
per hundred cubic feet and th is charge after 530 cubic feet had been used was reduced to 
$. 16 per hundred cubic feet.
It was noted that effective with the O ctober 1953 b ills  the ra te  charged to the 
employees was adjusted to the lower of these ra te s .
Laundry Service to Em ployees: Previous audit rep orts have also comm ented on the 
practice of doing laundry for em ployees at the ra te  of $. 44 per dozen p ie ce s , which is 
substantially lower than the ra te s  charged by com m ercia l laundries in the area. It was 
suggested that these ra tes  be adjusted so that they could com pare m ore favorably with 
com m ercial ra tes. However, nothing has been done to adjust th is ra te  and the p ractice  
s t ill continues.
This suggestion is  accordingly repeated.
Slaughter of Veal: The previous audit rep ort stated that ca lv es w ere being 
slaughtered before they w ere two weeks old; contrary  to Section 151 of Chapter 94 of the 
Tercentenary Edition of the G eneral Law s, as amended.
During this audit period it was seen that th is p rac tice  was discontinued and calves 
are now being slaughtered in accordance with the statutes indicated.
Farm  Production: The previous audit rep ort called  attention to the fact that m ilk 
and pork were being sold at p rices  le s s  than 1952 production co sts .
In 1953, however, th is condition had been co rre cted  as is  indicated by the following:
Milk production for the 1953 farm  year was 210, 659 quarts and was produced at a 
cost of $. 124 per quart. During th is period m ilk sa le s  of 91, 601 quarts w ere made at 
$. 129 per quart.
Pork produced for this period totaled 18, 644 1/2  pounds at a cost of $ . 223 per pound. 
Pork is  perm itted a cred it of $. 22 per pound for farm  rep ort control purposes.
It is  believed that th is m ore favorable picture is  indicated during 1953, because 
production was la rg er during the 1953 farm  y ear.
Accounts R eceivable: Included with the outstanding accounts rece iv ab le  is  one in 
the amount of $199. 98, which is  owed by an employee of th is  Institution who is  drawing 
workman’ s compensation. An attempt to verify  th is account through correspondence was 
unsuccessful.
It is  suggested that steps be initiated to co lle ct th is balance and if unsuccessful it be 
turned over to the Attorney G eneral for action.
Industries - Charged-O ff Item s: The previous audit rep ort stated in th is connection:
"O bsolete a r t ic le s  of clothing valued at $448. 98 have been charged -off 
the books, yet the resp ectiv e item s are  s t il l  in the storero o m . ”
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It was noted that th ese a r t ic le s  w ere given to the W alter E . Fernald  State School 
with the w ritten consent of the State Purchasing Agent during the current audit period.
Industry L o ss e s : It was noted that the Knitting and Poultry Industries showed op er­
ating lo sse s  of $2 , 694. 46 and $ 4 ,1 4 0 . 20 resp ectiv ely  for the 1953 f isca l year.
During the sam e period the Flag and Sewing Industries indicated operating profits of 
$ 1 1 ,8 2 1 .8 3  and $ 1 3 ,7 0 6 .8 2  re sp ectiv ely . The total net profit for a ll four industries was 
$ 1 8 ,6 9 3 . 99 , a .d e cre a se  of 47% over 1952 when the net profit for a ll industries was 
$ 3 5 ,0 3 5 . 93.
The re co rd s  fu rth er indicate that the average number of inm ates at this Institution 
during the 1953 year was 227 of which only 41 or 18% w ere employed in the industries.
It appears that had additional inm ates been employed, production would have accordingly 
in creased  so that the book co sts  would have been correspondingly reduced, since over­
head expenses rem ain  fa ir ly  constant.
Goods Sold at L e ss  Than C ost: In a testing of the cost of a rtic le s  manufactured 
during the audit period, with th eir  resp ectiv e sellin g  p rice s , it was noted that the follow­
ing w ere sold at p rice s  below the book cost of m anufacture:
Item  Unit Cost Selling P rice
U. S. Wool Flag 4 x 6 $ 7 85 $ 7 71
U. S. Wool Flag 5 x 8 13 36 11 93
U. S. Wool Flag  6 x 9 19 43 16 50
U. S. Wool Flag 6 x 10 23 37 18 25
U. S. Silk  F lag  4 1 / 3 x 5  1/2  Style B 46 54 44 70
Mens Hose #84 4 08 3 75
Mens Hose #140 3 99 3 50
Womens Hose #200 7 50 4 75
Bleached sh eets 54 x 78 17 03 16 63
Bleached sh eets 54 x  99 21 63 20 50
Bleached sh eets 63 x 90 23 79 20 98
Bleached sh eets 63 x 99 26 14 22 84
Bleached sh eets 72 x 99 29 13 27 92
Bleached sh eets 72 x  108 32 07 30 23
Bleached sh eets 81 x  99 44 87 36 92
Bleached sh eets 81 x  108 48 66 40 02
Bleached sh eets 90 x 99 35 79 35 36
Unbleached sh eets 54 x 78 15 36 14 15
Unbleached sh eets 72 x  108 28 14 26 40
Pillow  ca se s  45 x 36 8 86 8 49
Spreads 63 x 99 31 88 27 53
Spreads 72 x 99 36 61 31 83
Chicken 54 35
D EPARTM EN T O F PU BLIC  SA F E T Y  REP O R T NO. 54-135
Unnumbered L icen se  F o rm s : An inventory was taken of the various licen ses and 
perm it form s on hand in the stock  room  and in the various o ffices of this department as 
of May 12, 1954. In th is connection it was noted that those licen se  form s which had not 
been prenum bered by the printer on the date of the previous audit now bear such numbers, 
It was fu rth er noted that the following lice n se  form s s t ill  had not been prenumbered by 
the p rin te r:
E levator Renewal
Engineer and Firem an Renewal
Hoisting E ngineer Renewal
F o r accounting control purposes a ll fo rm s, e tc . for which a fee is  charged should be 
so num bered and it is  th erefore  suggested that a ll the unissued lice n se s  be so numbered.
Boxing Fund Incom e: On A pril 24, 1953, a boxing match was te lev ised  fo r which the 
Commonwealth did not re ce iv e  the usual 5% television  tax. In this connection Section 40 
of Chapter 147 of the T ercen ten ary  Edition of the G eneral Laws as inserted  sta tes  in part 
as follow s:
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"E v ery  lice n se e  must pay to the State T re a su re r  five per cent of the 
total g ro ss  re ce ip ts  from  te lev ision  r ig h ts ."
On November 16, 1953 this m atter was re fe rre d  to the Attorney G en eral for action.
To date, however, this m atter has not been disposed of.
Collection of B o iler and A ir Tank Inspection F e e s : A previous audit rep ort re co m ­
mended that the system  for co llection  of fees on B o iler and A ir Tank inspections be 
rev ised . E ffectiv e Ju ly 1, 1950 a new system  for co llection  of th ese fees was inaugurat­
ed and continued until A pril 1, 1951, at which tim e the previous system  of handling such 
co llections was re -esta b lish ed  with som e m odifications. From  A pril 1951 to January 1, 
1954, b ills  w ere prepared in the Inspection Division and w ere sent to the C ash ier’ s 
O ffice for co llection . Since the la tter date however, the b ills  a re  a lso  prepared in the 
C ash ier 's  O ffice . In this connection attention is  d irected  to the fact that sin ce A pril 1951 
no perm anent re co rd  of b ills  issued is  m aintained. It was also  noted that b ills  rendered 
to c itie s  and towns and to agencies of the Commonwealth for b o ile rs  on which an advance 
payment was not required w ere not entered in the b ill book.
An an alysis of the so -ca lle d  ten day rep orts was made during the cu rren t audit period 
for the purpose of determ ining the potential amount of b illin g s. In th is connection it was 
noted that b ill num bers w ere not being entered on these re p o rts , that they included 
duplication of tag num bers and that the rep orts w ere filed  before it had been determ ined 
that individual inspection rep o rts  had been rece iv ed . B ecau se of these sh ortcom ings, it 
was deemed im possible to estab lish  the accu racy  of the b illin gs.
It is  recom m ended that the individual inspection rep ort and the ten day rep ort be sub­
mitted sim ultaneously and that b ill num bers be entered on the ten day rep ort against the 
tag number covered by the b ill. It is  fu rth er recom m ended that a ll b ills  be entered in the 
b ill book.
Advance Money - Bad C hecks: It was noted that ten bad checks totaling $ 4 2 .0 0  
which had been returned from  the bank for various reason s had been reim bu rsed  from 
advance money. In this connection the C o m p tro lle r's  Manual sta tes  as follow s:
"No claim  against the Commonwealth which has not been paid because 
of insufficient funds sh all be paid from  an ad v an ce."
Becau se of th is p rac tice  the returned checks have never been re flected  on the reco rd s 
of th is departm ent.
It is  suggested that th is p ractice  be discontinued forthwith.
R ents: It was noted that rental incom e is  not charged to the Accounts R eceivable 
control account until paid. T hese charges should be entered when payments becom e due.
It was noted that the fo rm er operator of the gas station located at 1006 Common­
wealth Avenue, Brookline, vacated the p rem ises owing $ 1 ,1 8 1 . 94 in ren t. It is  suggested 
that this m atter be turned over to the Attorney G eneral for co llection .
DIVISION OF INSURANCE R EP O R T NO. 54-136
Shortage in A ccounts: Shortly a fter th is audit was initiated , it becam e apparent that 
a shortage existed in both the income and advance money accounts which are  maintained 
in sep arate bank accounts. These conditions w ere im m ediately called  to the attention of 
the Insurance C om m issioner.
In ord er to develop the extent of the cash  v arian ces , the scope of th is exam ination 
was n ecessa rily  extended to include all tran sactio n s through June 30 , 1954. As a resu lt, 
the following sum m arizes the total sh o rtag es, identified by so u rce , located by this 
exam ination:
Advance Money $ 2 ,4 2 4  04
Income 17 ,473  35
$ 1 9 ,8 9 7  39
Shortage in Advance Money: T h is advance fund is  intended to be used for only the 
following purposes:
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1. Petty cash  expenditures
2. O ccasion al refunds of lice n se  fe es
3 . Advances to em ployees toward tra v e l expenses
The m a jo r expenditures from  th is fund a re  made for item s falling within the third 
categ ory , and the expenditures within the f ir s t  two ca teg o ries a re  relatively  sm all in 
num ber. It is  understood that approxim ately $ 4 0 0 .0 0  in curren cy is  ordinarily  retained 
in the c a s h ie r 's  o ffice  fo r the purpose of cashing em ployees' tra v e l advance checks, and 
the rem ain der of the fund that has not been advanced to em ployees for travel purposes is 
on deposit in a lo ca l bank. When checks a re  cashed for the cu rren cy on hand, they are 
subsequently deposited in the bank account and thereupon a check is  drawn on that 
account in exchange to rep len ish  the office  cash .
In the ordinary routine, th ese checks to re im bu rse the currency in the office were 
drawn payable to the C om m issioner of Insurance or to the ord er of one of the deputy 
co m m issio n ers  and w ere, of co u rse , signed by either the C om m issioner or one of his 
deputies. All such checks w ere regu larly  endorsed by the payee indicated, and subse­
quently the proceeds w ere ostensib ly  turned over to the c a s h ie r 's  o ffice.
F o r the period beginning with July 1, 1953 and ending on May 18, 1954, the initial 
date of th is exam ination, the following sum m ary of the cu rren cy  transaction s passing 
through th is account was made:
R eceip ts :
Checks Drawn for Office Cash 
Returns of Advance Money by Em ployees 
T otal Currency Available 
L e ss :
C urrency Deposited in Advance Fund 
Bank Account 
Checks Supposedly Cashed 
Currency Paid to Em ployees to Balance 
A ccounts, when Actual Expenses 
Exceeded Amounts Advanced 
Total Currency Paym ents 
C u rrency that Should Have Been on Hand 
Cash on Hand, May 18, 1954 
Cash Shortage, May 18, 1954
$ 3 ,850  00 
3 ,4 7 9  13 
$ 7 ,3 2 9  13
$ 1,200 00
3 ,4 4 5  12
26 09
4,671  21 
$2, 657 92 
361 03 
$2 ,296  89
In connection with th is m atter, attention is  d irected  to the fact that this shortage 
w as in creased  to $2 , 4 2 4 .0 4  when the advance fund was again balanced on June 30, 1954.
Shortage in Incom e Accounts: In this connection, approximately 400 letters and 
confirm ation  n otices w ere m ailed in an effort to determ ine whether income had been 
rece iv ed  by the departm ent and not recorded. This was done because it was evident 
from  the exam ination o f the advance fund that it had been used as a vehicle to siphon 
item s of incom e re ce iv ed . In th is re sp ect the incom e accounts were examined for the 
period beginning with January 1, 1949 and ending June 30, 1954, and as a result it was 
estab lish ed  that incom e totaling $ 1 7 ,4 7 3 .3 5  had been received during this period and 
was n eith er entered on the books of account nor had it  been rem itted to the State T re a s ­
u re r  and R ece iv e r-G e n e ra l. This incom e included the following types:
R eim bursem ent fo r S erv ices 
Agents' Renewal L icen se Fees 
Statem ent F iling  and Auditing F e es , and 
C h arter and Adm ission F ees
From  a ll evidence availab le, this incom e was apparently diverted by two methods. 
One was to deposit such income checks into the advance fund bank account, without m ak­
ing corresponding cash book en tr ies . When the checks w ere cashed through the advance 
account to the extent heretofore indicated the pattern for the deflection of the cash 
becom es p erfectly  c le a r . The second routine, which was employed essen tia lly  for 
sm a lle r  accounts was to substitute unrecorded income check item s fo r incom e c u rr e n c y  
item s when making the deposit to the incom e cash  bank account.
$ 8 ,4 7 6  35 
1 ,402  00
7, 595 00 
$ 1 7 ,4 7 3  35
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Changes In Accounting P ro ced u res , e t c . : In connection with th is exam ination, 
se v era l shortcom ings in the bookkeeping and accounting con tro ls  for incom e w ere noted. 
These included the following:
1. Accounts R eceiv ab le  C ontrol is  generally  inadequate.
2. A ll incom e does not c le a r  through the Accounts R eceivab le  Control
Account.
3 . Monthly ch arg es to the Accounts R eceivab le  Control account w ere
incom plete and in certa in  instan ces appeared to be im properly 
developed.
4. No Accounts R eceivab le  ledger is  m aintained and only a f ile  of sup­
posed unpaid b ills  rep rese n ts  the outstanding accounts.
5. In certa in  in stan ces, b ills  which w ere stamped as paid could not be
Identified as entered  in the cash  book nor could they be located 
among the charges to the Accounts R eceivab le  Account.
6. The resp on sib ility  fo r the handling of incom e cash  is  not c le a rly
delineated, and at various tim es as many as s ix  individuals have 
had a c ce ss  to cash  in the o ffice .
7. R eceipts through m ail a re  not listed  when the m ail is  p ro cessed .
8. All individuals who handle cash  a lso  have a c ce s s  to the Accounts
Receivable detailed re co rd s.
9. R eceip ts a re  not deposited intact in the reg u lar depository.
10. Income is  not promptly deposited.
It is  obvious from  the foregoing that had th ese m a tters  been co rre c t ly  and properly 
handled, the possibility  of the incom e v ariance would have been consid erably  lessen ed , 
it is , th erefore , suggested that the Com m ission on A dm inistration and Fin ance survey the 
entire system  of handling incom e and make any changes n ece ssa ry  so that p rop er control 
may be efficiently  achieved and m aintained. It is  a lso  suggested that th is  survey a lso  take 
into consideration if p ossib le , the duties and re sp o n sib ilities  of those em ployees who a re  
designated to handle funds.
F i l i ^ r i r f  and F e e s :  “  w as n oted  th a t no c o n tro l e x is t s  fo r  S ta tem en t
“ dJAud! tln«  f e ® f- Such fe e s  a r e  g e n e ra lly  r e m itte d  w ith th e  annual fin a n c ia l s t a t e ­
m ents during th e f i r s t  fo u r m onths o f th e  ca le n d a r  y e a r .  H ow ever, i f  th a t fe e  i s  not 
re ce iv e d , th e r e  a p p e a rs  to  have b een  no fo llo w -u p . In th is  c o n n e c tio n , i t  w as noted  th a t 
c e r ta in  in s u ra n ce  co m p an ies  h ave not paid  th e s e  fe e s  fo r  s e v e r a l  y e a r s .
.. ,  K  1S ^ c o m m e n d e d  th a t th e e n t ir e  m a tte r  o f th e s e  fe e s  b e  re v iew ed  im m e d ia te ly  and
« r l ! l ? 0<Ug! Iu£7 ! i em  be d efined  30 th a t bU llng s  » H I  b e  m ade fo r  d elin qu en t f e e s ,  and to 
a s c e r ta in  th at th ey  a r e  c o lle c te d  and p ro p e r ly  re c o r d e d .
.  . . £ ?  a  “ a tf f r  o f in fo rm a tio n , a tten tio n  i s  d ir e c te d  to  th e  fa c t  th a t th e  D ep artm en t o f the 
^  lt^ i  a i tU ally c o lle c te d  and tu rn ed  o v e r  to  th e In s u ra n c e  D iv is io n  $ 1 ,  5 5 5 .0 0  o f su ch  
a ^ a ^ e d  toWbereo u U t ^  ^  COm,eCti° n ^  ^  v e r l i lc a t lo '> ° f  c e r ‘ a b > a c co u n ts  w hich
Advance Fund R egulations: It was also  noted that the C o m p tro lle r's  Accounting
M anual, w hich e s ta b lis h e d  c e r ta in  re g u la tio n s  fo r  th e handling o f ad v an ce m on ey, wls  not 
eing re s p e c te d . In th is  co n n ectio n , th e  fo llow in g  re g u la tio n s  a r e  q u oted :
(a) ''T h e  ad v an ce m u st not b e  u sed  un d er any c ir c u m s ta n c e s  fo r  th e  p u rp ose
of c a sh in g  any c h e c k s ."
(b) "T h e  law r e q u ir e s  th a t a  re tu r n  o f ad v an ce fo rm  m u st b e  f i le d  w ith th e
C o m p tro lle r  s  B u reau  m onthly  ev en  though th e  ad v an ce fund had no 
a c tiv ity  during th e  m onth. "
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Attention is  d irected  to the fact that the violation of these regulations has contributed 
in a g rea t m easu re to the d ifficu lties encountered with re sp ect to the cash sh ortage. It 
i s ,  of co u rse , n eed less to s ta te , at th is  tim e, that henceforth all such d irectiv es should 
be s tr ic t ly  adhered to.
Suspense Cash Book and G en eral Ledger Account: It was noted that a suspense cash 
book and suspense gen era l ledger account a re  being m aintained although it appears that 
th ere  is  actually  no n ecessity  for e ith er . A ll incom e should be recorded in the income 
cash  book and th ere would s t i l l  be no lack  of control of suspense item s.
As presen tly  constituted, the suspense gen era l ledger account is  sim ply a summary 
of two o r m ore suspense f ile s  m aintained by em ployees handling the various types of 
fe e s , and the suspense file  m aintained by the departm ent's ca sh ie r is  a duplicate and 
th ere fo re  is  not needed. The monthly adjustm ents to the suspense account involving a 
g rea t deal of d etail must s t il l  orig inate from  those who handle the individual suspense 
f i le s .
It i s ,  th ere fo re , recom m ended that the C om ptroller’ s Bureau also  review  the system  
of handling th ese suspense ite m s, with a view toward elim inating the suspense cash book 
and the re la ted  gen era l ledger account.
R e-exam in ation  F e es  -  B ro k e rs : In checking the inventory of rece ip t books for 
B ro k e rs ' re -exam in ation  fe e s , it was noted that one book was m issing . The book con­
tain s fifty $ 2 .0 0  re ce ip ts , with a potential value of $ 1 0 0 .0 0 . No reco rd  was available of 
the use o r issu e of any re ce ip ts  from  th is book.
It is  recom m ended that a s t r ic te r  control of a ll se r ia lly  numbered receip t books be 
m aintained in the future.
Bonding of Em ployees: It is  suggested that the bond coverage for em ployees who 
handle cash  is  inadequate. On the date of audit, the custodian of the advance money was 
bonded fo r only $ 2 ,0 0 0 . 00 , yet th ere  is  se v era l tim es that amount in the advance fund.
In th is  connection, the following excerp t from  the C om p tro ller's  Accounting Manual 
is  shown:
"T h e custodian of the advance must be bonded in a sufficient amount 
to cover the funds advanced unless sp ecia l exem ption, in w riting, has 
been granted by the C om ptroller. "
It was fu rth er noted that the deputy com m ission ers who are  authorized to sign checks 
a re  not bonded.
It is  recom m ended that the m atter of a ll bond coverage be im mediately reviewed, and 
that adequate bond coverage be provided.
Unclaim ed Checks of F o rm e r E m ployees: W hile this audit was in prog ress, certain 
pay ro ll  and expense checks of deceased form er em ployees were found in the cash ier's  
sa fe . T hese included th ree sa lary  checks and four expense checks totaling $739 .48 , and 
w ere dated from  May 28, 1953 to August 31 , 1953.
It is  recom m ended that th ese checks be rem itted to the State T rea su rer so that their 
p roceed s may be disposed of in accordan ce with existing d irectives.
DEPARTM EN T O F LABOR AND INDUSTRIES 
G EN ERA L D EPARTM EN T REPO RT NO. 54-137
M assach u setts Development and Industrial Com m ission: This com m ission became 
part of the Departm ent of C om m erce under authority of Chapter 409 of the Acts of 1953.
A sm all advance money balance on the Department of Labor and Industries books was 
c leared  by jou rn al entry in June 1953.
Division of Industrial A ccid ents: Chapter 314 of the A cts of 1953 established a 
Division of Industrial A ccidents within the Department of Labor and Industries but not 
under its  supervision o r control. A sep arate  audit was made of this Division during the 
1954 f isc a l year.
P a in te rs  R iggers -  Examination F a ilu res : It was again noted that a se r ia lly  num­
bered card advising applicants of examination fa ilu res was not being used. This m atter 
w as again called  to the attention of the proper personnel and it is  understood these c a rd s
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will henceforth  be used.
P a in te rs  R ig g ers -  Cash O verage: On May 17, 1954 th ere  was cash  on hand in the 
amount of $ 1 6 .0 0  which had apparently becom e sep arated  from  re lated  applications 
during the A pril rush period and could not be applied to any p articu lar lice n se s  or 
renew als. T hese funds w ere deposited as M iscellaneou s Incom e on June 2 , 1954.
Apprentice T rain in g : A greem ents expiring June 30 a re  made annually between th is 
Departm ent and the F ed era l G overnm ent, which provide fo r reim bu rsem en t of a  portion 
of the s a la r ie s  paid in the D ivision of A pprentice Train ing and also  for travelin g expenses 
of the em ployees concerned.
R eim bursem ents a re  authorized under the provision of P a rt VUI, Public Law 346, as 
amended, and Public Law 550, 82nd C o n gress, C ontract V. A. No. VIOOIV -  591.
As of the audit date, re im bu rsem en t vouchers fo r M arch and A pril 1954, totaling 
$ 3 ,2 3 9 . 16, had not been subm itted to the F e d era l G overnm ent, nor had it been s e t up as 
part of the accounts rece iv ab le  on the control accounts o f the D epartm ent. It is  under­
stood that th ese vouchers a re  now being audited by the loca l V eteran 's  A dm inistration 
auditor, and if  c o rre c t  w ill be forwarded for reim bu rsem en t.
STATE TEACHERS CO LLEG E A T FITCH BURG R E P O R T  NO. 5 4 -138
Accounts R eceivable Outstanding fo r M ore than One Y ear to be Sent to the Attorney 
G eneral; It was noted that th ere  w ere se v e ra l un collected  accounts which w ere m ore 
than one year old. It is  recom m ended that th ese accounts be re fe rre d  to the o ffice  of the 
Attorney General for co llection  o r disposition.
O ut-of-State Students Paying In -State  R ate fo r Tuition: C ertain  in stan ces w ere 
noted of students whose applications indicated them to be resid en ts of oth er s ta te s  who 
were paying the fe es  establish ed  for resid en ts of M assach u setts .
Instances of a com parable nature have been com m ented on in previous audit re p o rts . 
On these occasion s the College P re s id e n t 's  attention was d irected  to th is m a tter, and it 
was then suggested that a ll students' applications be scru tin ized  fo r re sid en ce .
This m atter was again ca lled  to the attention of the College P resid en t and it  is  now 
understood that the status of the students concerned w ill be review ed and n e ce ssa ry  
adjustments w ill be made in th eir  accounts.
Student Funds A ccounts: In connection with reco n cilin g  the cash  on May 28, 1954 
considerable difficulty was encountered in try in g to re co n c ile  the cash  in the bank p erta in ­
ing to these funds with the cash  book balan ce. In th is  connection it w as also  noted th at a 
previous audit of th ese accounts had been made by a public accountant on August 31 , 1953. 
However, it was noted that the cash  book at th is  point indicated that the student bookkeeper 
had brought forw ard certa in  to tals and footings to the subsequent period which w ere not in 
agreem ent with the amounts establish ed  by the public accountant. Using the to ta ls  e sta b ­
lished at the tim e of the previous audit and ignoring a ll footings or to ta ls  sin ce  then, each 
and every deposit was tra ce d  from  the cash  book to the bank statem en ts and the paym ents 
checked to the canceled  ch eck s. The c o rre c t  balance was identified in the cash  book by 
posting th ese deposits and payments which had not been entered . D espite th is , how ever, 
there was s t il l  a v arian ce which was traced  to a savings bank account of $ 7 0 0 .0 0  which 
was not a m atter of re co rd . T h is amount was subsequently en tered  properly and the 
reconciliation  was finally  effected . In th is  connection it  was noted that th is savings bank 
account was not presented  fo r exam ination at the tim e of the previous audit of August 31 , 
1953 and, of co u rse , the cash  balance as shown in the re p o rt of the public accountant did 
not include it.
It is  th erefo re  recom m ended that the cash  be balanced at m ore frequent in terv a ls .
It was also  noted that th ere  w ere certa in  outstanding checks which w ere m ore than 
one year old, and it is  fu rth er suggested that payment be stopped on them and the proceeds 
properly disposed of.
It was also  noted that ch eck s w ere signed in blank in advance of th e ir  issu e . It is 
recom m ended that th is p ra c tice  be discontinued. T his situation a lso  applies to the ch eck ­
ing accounts m aintained by the Students' Book Shop.
STA TE TEACH ERS C O LLEG E AT FRAMINGHAM R E P O R T  NO. 54-139
Boarding H all: It was noted that th ere  w ere nine students living at private hom es,
because of the lack  of adequate d orm itory fa c i l it ie s ,  seven o f whom w ere re sid en ts of 
M assach u setts.
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In th is connection it was also  noted that th ere w ere five students who a re  n o n -re s i­
dents of M assachusetts that resid e in said d orm itories.
It is  understood that the policy is  to give upper c la s s  students f ir s t  preferen ce in the 
assigning of dorm itory room s. It is  suggested, however, that resid en ts of M assachusetts 
be given p re feren ce  in the assigning of dorm itory room s.
D EPARTM EN T O F PU BLIC U TILITIE S REPO RT NO. 54-140
G en eral: The previous audit report stated :
"D uring the cu rren t audit period the m iscellaneou s Cash R eceipts book, 
which was in use in p rior audit, has been discontinued, it was learned. It 
is  n ev erth eless suggested that such a book is  n ecessary  and should be 
re in s ta te d ."
It was understood that a rep resen tative of the C om p tro ller's Bureau decided this was 
not n ecessa ry .
The previous audit rep ort also  stated:
"It  is  recom m ended also that duplicate copies of a ll rece ip ts be kept on 
file  in the main office  of the Departm ent for a ll retu rns received from  the 
various d ivisions. "
It was understood that th is recom m endation w ill be put into effect July 1, 1954. 
MOUNT GREYLOCK TRAMWAY AUTHORITY R EPO R T NO. 54-141
Bond Issu e : As of May 24, 1954 the Authority had not authorized the issuance of 
bonds for the construction of the tram way. The bond issu e has been held up until certain 
leg isla tiv e  changes a re  approved in the orig in al Act creating the Authority.
STA TE HOUSING RENT CO-ORDINATOR R EPO R T NO. 54-142
Function of the Rent C o-ordinator: P aragraph (b) of Section 3 of Chapter 434 of the 
A cts of 1953 which outlines the functions of the Rent C o-ordinator reads as follows:
"T h e co -ord inator may p re scrib e  such form s to be used consistent with 
the provisions of th is act as he deems n ecessary  or desirable to effectuate 
the provisions h ereof. He sh all be available, in an advisory capacity, to 
city  and town rent boards for the purpose of attaining, as nearly as p racti­
cab le , uniform ity in establishing ren ts , and ru les and regulations. The 
co -ord in ator sh all co -op erate  with the federal government in effectuating 
the purposes of th is a c t, and sh all endeavor to procure and may accept 
from  o ff ice rs  and agencies of the federal government such co-operation, 
inform ation, re co rd s , data and equipment as w ill a ss is t the local rent 
boards in effectuating such p u rp o ses."
R eim bursem ents to C ities and Towns: Section 4 of Chapter 434 of the Acts of 1953 
provides for the reim bursem ent of 40% of the amounts expended by the c ities  and towns 
for rent contro l. In this connection it was noted that th ere has been a sum of $100,000.00  
appropriated fo r th is purpose for the fisca l year ending June 30, 1954. As of the date of 
audit, th ere  have been no re im bu rsem ents made to the c ities  and towns.
SCHOOL BUILDINGS ASSISTANCE COMMISSION R EP O R T NO. 54-144
Construction G rants: To June 9, 1954 the G eneral Court has appropriated 
$ 1 0 ,1 0 0 , 0 0 0 .0 0  to be used as financial a ssistan ce  for the construction of public school 
buildings by the various c itie s  and towns within the Commonwealth. Appropriations were 
made effectiv e in 1950 and have been constantly increased to date.
This Com m ission, in com pliance with Chapter 645 of the Acts of 1948, as amended, 
has expended to date a total of $7, 8 7 4 ,054 . 90 for such assistan ce . In addition encum­
brances have totaled $999, 6 3 9 .04 .
G rants by the Commonwealth in ex cess  of $ 3 1 ,4 0 0 ,0 0 0 .0 0  have been approved for 
com pleted p ro jects  based on construction co sts  in ex cess  of $ 9 2 ,6 0 0 ,0 0 0 .0 0 .
During the period under audit payments w ere made on certain  uncompleted p ro jects
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having an estim ated construction grant of over $ 1 0 ,0 0 0 ,0 0 0 .0 0  based on an estim ated 
cost of over $ 2 4 ,0 0 0 ,0 0 0 . 00.
In addition to the foregoing, it is  estim ated  that additional grants of m ore than 
$ 3 4 ,6 0 0 ,0 0 0 .0 0  will be made on estim ated  co sts  of $ 1 0 9 ,1 0 0 ,0 0 0 .0 0  for p ro jects  now in 
the p rocess of construction.
C ertification  of School Construction C o sts: Several c itie s  and towns have apparently 
been delinquent in filing with this Com m ission the n ecessary  rep orts showing final 
construction co sts  of schools built under the School Building A ssistan ce program .
A cu rsory  review  of the C om m ission 's reco rd s indicated that from  1 to 5 annual pay­
ments ranging from  approxim ately $1, 6 0 0 .0 0  to $ 1 6 ,0 0 0 .0 0  each were owing to certain  
c itie s  and towns as of the date of audit.
Financing: G enerally the c itie s  and towns issu e bonds to finance construction of 
school buildings. The grants made by the Commonwealth are  paid in installm ents over 
the life of such bonds unless the p ro ject is  financed to the extent of fifty per cent or less  
of the approved co st. In the la tter c a se , the grant would be paid in five equal annual 
installm ents.
Reim bursem ents to C ities and Towns: The statute which created  th is Com m ission 
does not state from  what source the school construction grants a re  paid.
However, each year when the G eneral Court appropriated money for re im bu rsem ent 
to certain  c itie s  and towns for part of the cost of construction of school p ro je c ts , it has 
stated that a sum equivalent to the expenditures under th is  item be tran sferred  to the 
General Fund from  the re ce ip ts  of the incom e tax.
Under Section 18 of Chapter 58 of the G eneral Laws, the proceeds from  taxation on 
income under Chapter 62 (after making certa in  deductions, the principal one of which is 
for Education under Chapter 70 of the G eneral Laws) a re  distributed to the c itie s  and 
towns on the b asis  of th eir equalized valuation as stated in Chapter 559 of the A cts of 
1945.
P rio r  to the creation  of the School Buildings A ssistan ce Com m ission, the various 
c ities  and towns would have receiv ed  th eir resp ectiv e statutory a llocations without any 
deductions for school construction grants. It th erefore  appears that the c it ie s  and towns 
are now supporting, by failing to re ce iv e  what would ord inarily  have been potential 
rece ip ts, the School Building appropriations as appropriated by the L egisla tu re.
MASSACHUSETTS HOSPITAL SCHOOL R EP O R T NO. 54-145
Accounts R eceivab le : It was noted that the balances owed by private individuals 
which were in the hands of the Attorney G eneral at the date of audit totaled $19, 342. 58. 
This amount rep resen ts an accum ulation of a number of y e a rs . The tran saction s in this 
c lass of accounts during the audit period involved co llection s or cancellation s by direction  
of the Attorney G eneral in the amount of $574. 48.
M aterials and Supplies Inventory: It was noted that certa in  so -ca lled  "su rp lu s" 
item s, which are  received  without co st except for a sm all se rv ice  charge, w ere combined 
in the storeroom  and entered upon the stock  led gers together with like item s purchased 
at the regular m arket p rice s . Becau se of th is procedure the value of the inventory as 
entered upon the stock ledger is d istorted. A ccurate control re qu ires that item s should 
be separated and it is  th erefore  suggested that step s be taken in that direction .
Meal T ick ets: In ord er to insure against the p ossib ility  of m isuse of m eal tick e ts  it 
is recommended that they be visibly canceled , perhaps by punching a hole through them.
At the present tim e they are  not canceled in any way a fter they have been presented in 
payment for a m eal.
Board of P atien ts: An exam ination of board b ills  m ailed by the institution indicated 
that in certain  ca se s  only the amount due for that month was shown, ra th er than the 
entire balance due. As a resu lt, com plete payment in th ese ca se s  was not always 
received. It is  suggested that a ll b ills  should indicate the amount due for the en tire 
period for which the charges have been unpaid.
Maintenance Pay R oll: It was noted that th ree checks totaling $320. 10 w ere paid 
during the month of M arch 1954 to a person not listed  as an em ployee on the m aintenance 
pay ro ll. It was learned that th is was purportedly done in pursuance of instru ctions in a
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le tte r  dated M arch 8 , 1954 from  the D epartm ent of P ublic W elfare . It was noted that 
th is le tte r  did not sp ecifica lly  sta te  that such paym ents w ere to be made from mainten­
ance appropriation but, apparently because of certa in  circu m stan ces which developed as 
a re su lt of a m isunderstanding between the Division of Building Construction and the 
D epartm ent of Public W elfare , th ere  w ere no other funds available from  which to make 
th ese paym ents.
The em ployee in question was a C lerk  of the W orks on the construction of a power 
plant, P ro je c t  C -4 0 1 , and the D ivision of Building Construction had apparently agreed to 
p erm it him to continue in that capacity  until P ro je c t  C -202 , the new infirm ary, was 
starte d . However, when a cash  advance was requested for the la tter pro ject in order to 
continue h is sa la ry  at the ra te  of $ 1 2 5 .0 0  per week, it was disapproved because there 
was no fu rth er work to be done by him until P ro je c t  C -202 was started . However, the 
institution tr e a s u r e r  was not notified of th is situation until a le tte r dated April 5, 1954 
was re ce iv ed , w herein she was inform ed that the se rv ice s  of this employee would term i­
nate as of A pril 1, 1954. At th is point she requested and received reim bursem ent from 
the engineering firm  who perform ed the work op P ro je c t C -401 for the payments made 
in M arch 1954. It was also  learned that this firm  was in turn reim bursed by the 
Commonwealth.
F arm  R ep ort: An exam ination of the farm  costs  for the 1953 farm year as indicated 
in the annual farm  rep o rt indicated production costs  in certain  instances as follows:
It would appear that the farm  census report failed to record  the sale of a calf in 
D ecem ber of 1953 until January of 1954. All farm  sa les  should be recorded in the census 
re p o rt in the proper month.
M inutes of the T ru s tees  M eetings: The minutes of the meetings held by the trustees 
of th is  institution w ere review ed. It was noted that the tru stees had not signed any of 
them .
D EPA RTM EN T OF COMMERCE REPO RT NO. 54-146
Bookkeeping: It was noted that the rece ip ts and disbursem ents for the month of 
Ju ne had not been entered in the cash book, nor had postings been made to the general 
led ger in that month.
B ecau se of the om ission  of certain  en tries and the difficulties encountered in locating 
vou chers for the period from  May 26, 1953 to June 30, 1953, this examination of the 
departm ent accounts was greatly  retarded while the audit was in progress; however, 
petty cash  and trav el vouchers were finally located for these expenditures which were 
included in the Return of Advance Vouchers for the audit period.
R eceip t Books: It was noted that receip t books had been used during the period of 
audit as follow s within the department:
R esearch  Division 
Development Division 
Planning Division 
Main O ffice 
Supply Room 
Switchboard
It is  suggested that petty cash payments be made at only one location, and that they 
be made by the employee responsible for the control of the advance money.
It was noted in this connection that the only person bonded was the sen ior bookkeeper 
who handles the advance money.
Sale of Maps - Planning D ivision: A sm all amount of income is  collected  for the 
sa le  of maps. However, no record  has been kept of the maps issued g ra tis , nor has an 
inventory of maps ever been taken. It is th erefore suggested that a record  be maintained 
of maps issued at no charge, and also that an inventory be taken of them at le a st four 
tim es each year.
P ork
Milk
Eggs
$. 19 per pound 
. 14 per quart 
. 46 per dozen
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Consultant S erv ices : The department employed sev era l consultants during the 
period, and for the eleven months ending May 31, 1954 a total of $30, 445. 81 was spent 
or encumbered from  the appropriation of $32, 500. 00.
The agreem ents examined indicated fe es  had been paid at varying hourly and per 
diem ra te s . These agreem en ts, however, did not specify  the number of hours or days 
of employment, and included only the signature of the person named as consultant.
It is  suggested that a contractu al form  of agreem ent be used, specifying the total 
hours or days of employment and a term ination date, together with sign atu res of a ll 
concerned p arties. Tim e reco rd s of the days and hours worked by the consultants should 
be maintained, and a ll approval of payments fo r such se rv ice s  should be prem ised  on 
these reco rd s.
C lassified  Pay R o lls : It was noted that reco rd s of days absent, s ick  leave, and 
vacation tim e are  m aintained, but no daily tim e reco rd s of those included in c la ssified  
pay ro ll are available.
M assachusetts Bu siness Development Corporation: Chapter 671 of the A cts of 1953 
created this corporation. Section 4 (h) of that statute indicates as one o f the purposes of 
this corporation:
"To co -op erate with and avail itse lf  of the fa c ilit ie s  of the D epartm ent 
of Com m erce . . . "
Section 14 of the Acts say s:
"The corporation sh all be su b ject to the exam ination of the C om m is­
sioner of Com m erce and shall make rep orts of its  condition not le s s  than 
annually to said com m ission er, who in turn shall make copies of such 
reports available to the Com m issioner of Insurance and the C om m is­
sioner of Banks, and the corporation sh all also  furnish such other in fo r­
mation as may from  tim e to tim e be required by the C om m issioner of 
C o m m erce ."
It was noted that a prospectus issued by the corporation dated O ctober 26 , 1953 
included a certifica te  from an independent public accountant to the e ffec t that an exam i­
nation of the statem ent of a sse ts  and lia b ilitie s  as at Septem ber 15, 1953 had been made 
by them.
INDUSTRIAL SCHOOL FOR BOYS R EP O R T NO. 54-147
Accounting for M eals Served Through the Use of T ick ets -  M eals Served Without 
Charge: The procedure of checking on the number of m eals served  in re lation  to the 
tickets collected was review ed. In th is connection it was noted that the em ployee in 
charge of the Administration dining room keeps a monthly work sh eet to which is  posted 
daily the number of m eals served to em ployees using m eal tick e ts . T his sheet also  
indicates the number of m eals served  to inm ates working in the kitchen and dining room 
together with those who eat m eals without tick e ts . This sh eet is  typew ritten and is  sub­
mitted monthly to the institution bookkeeper. The co llected  tick e ts  a re  subm itted at 
various intervals and do no n ecessa rily  include the exact period of the rep ort. It was 
also understood that these tick e ts are  destroyed without v erification  by the bookkeeping 
office so that it is  not determined that the m eals served , as indicated on the rep o rts , 
reconcile with the tick e ts returned. The tick e ts  subm itted for the month of May 1954 
were not available for checking; however, the monthly rep ort for that month showed 33 
meals had been served to other than regular institution em ployees or inm ates for which 
no tickets were used. These included clergym en who a re  paid for th eir se rv ic e s  and 
unpaid individuals who apparently v isit the institution once a week to fo ster a relig iou s 
program . No approvals w ere noted in the file s  of the institution to perm it the serving of 
m eals to the la tter group.
It is  recommended that this m atter be review ed and that steps be initiated to re co n ­
cile  the number of m eals served as reported with those tick e ts used. It is  fu rther re co m ­
mended that the institution obtain approvals from  the Com m ission on A dm inistration and 
Finance in instances where m eals a re  served without charge.
No Approval for Room R eserved for Clergym an on Q u arters R e g is te r : It was noted 
that a room had been assigned to a clergym an, curren tly  employed at th is institution, for
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which no charge was m ade. It is  the p ractice  to obtain approval from  the Commission on 
A dm inistration and Finance in such in stan ces. T his m atter was also  called to the atten­
tion of the Superintendent at the tim e of the previous exam ination and it was suggested 
that an approval be obtained. To date no action has been taken in th is direction.
Inm ates' Funds not T ra n sfe rre d  to the State T re a su re r : It was noted that there were 
four accounts totaling $3 . 26 which should have been tran sferred  to the State T reasu rer in 
accord an ce with Section 23A of Chapter 120 of the G eneral Laws, as amended.
The statu s of th ese accounts was called  to the attention of the proper personnel and 
it was understood that they w ill be included with the next annual lis t of such accounts 
rem itted  to the State T re a s u re r .
Inm ates' Fund - Cash R eceived  for Inm ates Erroneously Credited to Wrong Accounts: 
In checking inm ates' re ce ip ts  as recorded in the cash book to the inm ates' individual 
led ger c a rd s , in stan ces w ere noted of postings to the wrong inm ates' accounts because of 
e r r o r .
In one instance two re ce ip ts  of $ 1 .0 0  were posted to the account of an inmate. This 
inm ate has been discharged sin ce that tim e and his balance was then withdrawn together 
with the $ 2 .0 0  belonging to the proper inmate who was s till in the institution on the date 
of audit.
Another instan ce was noted of $ 2 .0 0  being posted incorrectly  to the account of an 
inm ate who had likew ise been discharged and who also withdrew the balance of his 
account at that tim e. The inm ate to whose account the $ 2 .0 0  should have been posted was 
in the House of C orrection  on date of audit.
It is  recom m ended that steps be initiated to recover the aforementioned amounts from 
the inm ates who rece iv ed  cred it for them and that the amounts so recovered be credited 
to  the in m ates' accounts to whom they rightfully belong.
It is  a lso  recom m ended that m ore ca re  be exercised  in the posting of money received 
in o rd e r  to insu re the posting of the money to the account of the inmate to whom it right­
fu lly  belongs.
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STA TE HOUSING BOARD AND LOCAL HOUSING AUTHORITIES
Audit of Housing A uthorities: Chapter 682 of the Acts of 1949 provides as follow s:
"SECTION 1. Section 26NN of chapter 121 of the G eneral Laws, 
inserted by section  3 of chapter 200 of the acts  of 1948, is  hereby 
amended by insertin g a fter subdivision (c) the following subdivision:-
(d) A housing authority which s e lls  bonds or notes to finance 
a p ro ject under authority of th is sectio n , o r which has receiv ed  
funds from  a city  or town under authority of chapter th ree hun­
dred and seventy-tw o of the acts  of nineteen hundred and fo rty - 
s ix  as amended, shall cause an audit to be made of its  accounts 
annually at the close  of a f is c a l year by the department of the 
state auditor and a copy of the rep ort of said audit shall be filed  
promptly with the board.
"SECTION 2. Section 8D of chapter 372 of the acts  of 1946, 
inserted by section  4 of chapter 479 of the a c ts  of 1947 is  hereby 
re p ea led ."
During the complete f isca l year ending June 30, 1954, the te rm s of the Act were 
fully complied with and every active lo ca l Authority, in a to tal of 92 , was audited and a 
report issued.
In addition, seventeen other local A uthorities w ere visited  and w ere found to be in ­
active during the f isca l year and th erefore  required no audit.
One special audit was required during the f isc a l year:
North Attleborough Housing Authority
G eneral: Individual copies of audit rep orts for the State Housing Board  and a ll loca l 
Housing Authorities have been submitted to His E xcellen cy the G overnor, the Lieutenant- 
Governor, the P resident of the Senate, the Speaker of the House, the State L ib rarian , the 
Chairman of the State Housing Board , and the Senators, R epresen tatives and a ll in te r ­
ested city o ffic ia ls  and m em bers of loca l Housing A uthorities.
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Summary of Audits Completed: The following listed  audits have been made sin ce  my last report to 
the leg isla tu re :
SCHEDULE O F HOUSING AUTHORITY AUDITS COM PLETED —  FISCAL YEAR 1953-1954
State Housing Board
From  
June 30, 1952 June
To
30, 1953
Page
No.
196 -  202
Em ergency Housing Com m ission Dec. 22, 1952 June 30, 1953
LOCAL HOUSING AUTHORITIES: 
Agawam June 30, 1952 June 30, 1953 210 - 211
Amesbury Sept. 30, 1952 Nov. 30, 1953 251 -  252
Andover Sept. 30, 1952 Oct. 31, 1953 242
Arlington Feb. 28, 1953 Dec. 31, 1953 257 -  259
Athol Apr. 30, 1953 Dec. 31, 1953 269 - 270
A ttleboro June 30, 1952 June 30, 1953 208
Barn stab le Apr. 30, 1953 Mar. 31, 1954 303 - 304
Bedford Sept. 30, 1952 Sept. 30, 1953 236 - 237
Belm ont M ar. 31, 1953 Jan. 31, 1954 272 - 273
B ev erly Aug. 31, 1952 Sept. 30, 1953 227 - 228
Boston M ar. 31, 1953 Apr. 30, 1954 306 -  311
B ra in tree Apr. 30, 1953 Feb. 28, 1954 300
Brockton Aug. 31, 1952 Aug. 31, 1953 224
Brookline Apr. 30, 1953 Feb. 28, 1954 288 - 290
Cambridge June 30, 1952 June 30, 1953 203 - 207
Canton M ar. 31, 1953 Jan . 31, 1954 278 - 279
C helsea July 31, 1952 July 31, 1953 212 - 216
Chicopee Apr. 30, 1953 Feb. 28, 1954 282 - 283
Clinton June 30, 1952 June 30, 1953 209 - 210
Dalton Mar. 31, 1953 Apr. 30, 1954 313 - 314
Dedham M ar. 31, 1953 Feb. 28, 1954 280 - 281
Easthampton May 31, 1953 May 31, 1954 314 - 315
Everett Sept. 30, 1952 Aug. 31, 1953 225 - 226
F all River Nov. 30, 1952 Nov. 30, 1953 254 - 255
Falmouth May 31, 1953 Mar. 31, 1954 303
Fitchburg June 30, 1952 June 30, 1953 208 - 209
Fram ingham Jan. 31, 1953 Oct. 31, 1953 247 - 249
Franklin May 31, 1953 Feb. 28, 1954 290
G ardner Mar. 31, 1953 Oct. 31, 1953 240 - 241
G loucester Sept. 30, 1952 Sept. 30, 1953 230 - 234
Grafton Aug. 31, 1952 Sept. 30, 1953 230
G reenfield Feb. 28, 1953 Dec. 31, 1953 266 - 267
Haverhill Nov. 30, 1952 Dec. 31, 1953 261
Holyoke 
Hull 
Ipswich 
Lawrence 
Leominster 
Lowell 
Lynn 
Malden 
Mansfield 
Marblehead 
Marlborough 
Mattapoisett 
Medford 
Methuen 
Middleborough 
Milford 
Millbury 
Montague 
Nahant 
Nantucket 
Natick 
Needham 
New Bedford 
Newburyport 
North Adams 
Northampton 
North Andover 
North Attleborough 
Special Cash Audit 
Northbridge 
Norwood
May 31, 1953 
Apr. 30, 1953 
May 31, 1953 
Oct. 31, 1952 
Mar. 31, 1953 
M ar. 31, 1953 
Dec. 31, 1952 
Mar. 31, 1953 
Mar. 31, 1953 
Dec. 31, 1952 
Apr. 30, 1953 
Feb. 28, 1953 
Apr. 30, 1953 
Jan . 31, 1953 
July 31, 1952 
Aug. 31, 1952 
May 31, 1953 
Dec. 31, 1952 
May 31, 1953 
Sept. 30, 1952 
Aug. 31, 1952
Apr. 30, 1954 
Feb. 28, 1954 
Feb. 28, 1954 
Sept. 30, 1953 
Dec. 31, 1953 
Feb. 28, 1954 
Oct. 31, 1953 
Jan. 31, 1954 
Mar. 31, 1954 
Nov. 30, 1953 
Feb. 28, 1954 
Mar. 31, 1954 
Dec. 31, 1953 
Nov. 30, 1953 
Sept. 30, 1953 
Sept. 30, 1953 
Feb. 28, 1954 
Oct. 31, 1953 
Feb. 28, 1954 
Sept. 30, 1953 
Sept. 30, 1953 
Feb. 28, 1954
304 - 306 
290
287
228
288
229
262 - 263 
283 - 285 
242 - 245 
270 - 272
301 
257 
298 
300 
267 - 269 
252 
237 
235 
287 
246 
287 
237 - 238 
234 - 235 
286
300
255
286
245
Jan . 31, 1953 Jan. 31, 1954 275 - 276
Feb. 28, 1953 Jan . 31, 1954 273 - 274
M ar. 31, 1953 Feb. 28, 1954 291
Jan . 31, 1953 Oct. 31, 1953 246 - 247
May 31, 1953 Feb. 28, 1954 285 - 286
May 31, 1953 Feb. 28, 1954 291 - 292
July 7, 1953 -
Feb. 28, 1953 Jan. 31, 1954 274 -  275
May 31, 1953 Feb. 28, 1954 296 - 298
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From To No
LOCAL HOUSING AUTHORITIES:
(Continued):
Peabody Oct. 31, 1952 Oct. 31, 1953 249 - 251
Pittsfield M ar. 31, 1953 Apr. 30, 1954 311 - 312
Plymouth M ar. 31 , 1953 M ar. 31, 1954 292 - 295
Quincy July 31, 1952 July 31, 1953 211 - 212
Revere O ct. 31, 1952 Oct. 31, 1953 238 - 240
Rockport May 31, 1953 Feb. 28, 1954
202 -
281
Salem June 30, 1952 June 30, 1953 203
Som erville June 30, 1952 July 31, 1953 216 - 220
Springfield Oct. 31, 1952 Sept. 30, 1953 235 - 236
Stoneham Oct. 31, 1952 Oct. 31, 1953 240
Stoughton Aug. 31, 1952 July 31, 1953 222 - 223
Swampscott Sept. 30, 1952 Sept. 30, 1953 226 - 227
Taunton Oct. 31, 1952 Oct. 31, 1953 241 - 242
Uxbridge Feb. 28, 1953 Jan . 31, 1954 277 - 278
Walpole Oct. 31, 1952 Jan . 31, 1954 279 - 280
Waltham May 31, 1953 Jan . 31, 1954 276 - 277
Watertown Feb. 28, 1953 Dec. 31, 1953 264 - 265
W ebster May 31, 1953 M ar. 31, 1954 299 - 300
W ellesley Dec. 31, 1952 Dec. 31, 1953 259 - 261
Westbo rough Apr. 30 , 1953 Feb. 28, 1954 285
W estfield Apr. 30, 1953 Apr. 30, 1954 312 - 313
West Springfield July 31, 1952 June 30, 1953 207 - 208
Weymouth May 31, 1953 Mar. 31, 1954 301 - 303
Wilmington Apr. 30, 1953 Jan . 31, 1954 278
Winthrop Feb. 28, 1953 Dec. 31, 1953 263
Woburn Jan . 31, 1953 Nov. 30, 1953 252 - 254
W orcester Oct. 31, 1952 July 31, 1953 220 - 222
The following com m ents, exceptions and recom m endations w ere included in the rep o rts  issued in con­
nection with these exam inations.
196 P .D . 6
STA TE HOUSING BOARD R EPO R T NO. 54 -H -l
Chapter 372 - P ro je c ts  Not C ertified : The previous audit report stated that there 
was s t i l l  one p ro ject authorized by Chapter 372 which had not been certified . This proj­
ect together with its  p resen t status follow s:
Boston -  M orton S tree t -  108 Units (Tentative): Although actual construction had 
not yet begun expenditures have been m ade as follow s:
A dm inistration Expenses $ 457 13
A rch itectu ra l and Engineering 68 ,373  33
A cquisition of S ite 90 ,241  63
T otal $159,072 09
T his p ro jec t was o ffic ia lly  abandoned as indicated by a le tte r from the Mayor of 
Boston dated Ju ly  15, 1953.
W hile no subsidy has been paid on this p ro ject it is  anticipated one will be requested 
in 1954 to include the foregoing expenditures. These expenditures will also probably be 
in creased  becau se of fe es  pending fo r A rch itectu ral and Engineering serv ices .
T it le  V and Tem porary  D w ellings: In addition to those pro jects upon which subsidy 
paym ents a re  made by the Commonwealth, the following p ro jects a re  operated under the 
su p erv ision  of the State Housing Board, under authority of Chapter 372 of the Acts of 
1946.
T itle  V: T hese p ro jec ts  w ere originally erected  through the coopera­
tion and under the control of the Federal Government but were later trans­
fe rre d  to the resp ectiv e c itie s  and towns under the management of the local 
housing au th orities.
Any surplus realized  from  operations is  turned over to the local city 
o r  town tr e a s u re r . As of June 30 , 1953 there was a total of 1, 901 units in 
th is category.
Tem porary Dwellings: Units described as Tem porary Dwellings are 
a lso  covered by Chapter 372 and a re  likew ise supervised by the State 
Housing Board . T hese units a re  generally owned by the cities and towns 
and include Municipal Buildings converted fo r occupancy. The net income 
derived from  such p ro jects  is  turned over to the local government con­
cerned . As of June 30, 1953 th ere was a total of 45 such units throughout 
the Commonwealth.
Chapter 372 -  Sa les of Houses: Under Chapter 372, when units are sold by a local 
authority the funds received  a re  rem itted to the tre a su re r  of the city or town concerned.
To the date of audit the following sa les  had been made to veteran occupants with the 
approval of the State Housing Board:
City o r  Town No. of Houses Total Received
A m herst 20 $179,600 00
Concord 6* 43 ,700  00
* Another sa le  has been made but the final papers have not cleared 
nor has the money been received . It is  fu rther understood that 
oth er sa le s  a re  pending.
Subsidy Paym ents -  Chapter 200: The f irs t subsidy payments to local housing au­
th o rities w ere made during the fisca l year of 1951. To the date of this audit subsidy pay­
m ents have been made as follow s:
F isca l Y ear 1951 
F isca l Y ear 1952 
F is c a l  Y ear 1953 
Total
$ 5 91 ,625  00 
1, 5 62 ,445  57 
1 ,9 0 4 ,3 0 6  99 
$ 4 ,0 5 8 ,3 7 7  56
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It is fu rther estim ated that the subsidy payments for the f isca l year 1954 will be 
approximately $ 2 ,8 2 0 ,0 0 0 . 00.
B ecau se the final date fo r filing for new p ro jects  has elapsed and the total estim ated 
costs of the completed p ro jects  and those under construction w ill not exceed 
$ 2 0 0 ,0 0 0 ,0 0 0 .0 0  the subsidy payments on a 2 1/2% basis  could reach in any one year 
$ 5 ,0 0 0 ,0 0 0 .0 0 . However, in view of subsid ies which will not be n ecessary  because of 
income applied, the annual payments a fter a ll p ro jects  a re  completed will probably a v e r­
age between $ 4 ,0 0 0 ,0 0 0 .0 0  and $4, 5 0 0 ,0 0 0 .0 0 .
As a m atter of inform ation in connection with subsidy payments, e t c . , the following 
procedures were being used by the Board:
Full subsidy -  2 1/2% bonds o r  notes -  allowed f ir s t  y ear, th erea fter, 
if the p ro ject operated on an incom e b a s is , the surplus at the end of 
th eir f is c a l year was analyzed, adjustm ents made where n ecessary  to 
the re serv es  and the balance used as a reduction of the subsequent 
y e a r 's  subsidy.
To date the surpluses used as reduction of subsid ies amounted to $ 4 0 2 ,7 0 9 . 94 as 
shown in Schedule No. IX  appended to this Report. This amount will undoubtedly in­
crease annually a fter the p ro jects  have passed the f ir s t  y ear of th e ir  perm anent financing 
status.
Where subsidies a re  received by p ro jec ts  p rio r to the tim e of th e ir  need and unused 
surpluses from the p rior year a re  reserv ed , the funds a re  invested in Short Term  U. S. 
C ertificates or deposited in local Savings Banks until the funds a re  needed fo r payment 
of coupons o r bonds.
Previous audit reports commented on the fac t that under the te rm s of the C ontracts 
for Financial A ssistance the entire subsidy payment is  paid to the F is c a l  Agent of the 
Authority five months and fifteen days a fter the beginning of each f isc a l year, even though 
only 15% of the subsidy payment is needed by the Agent at that tim e. These rep o rts  fu r­
ther stated that 85% of this payment is  held by th is Agent for s ix  months and fifteen days, 
and also directed attention to the fact that this money is  not earning in terest nor has it 
been invested where it may accru e in terest to the benefit of the local Authority o r the 
Commonwealth.
The methods employed in the making of th ese subsidy payments has also  been d i­
rected to the attention of the State Housing Board in sev era l of the audit rep orts issued 
by the Department of the State Auditor as a resu lt of exam inations made of loca l housing 
authorities. As a result certain  changes have been instituted.
In this connection attention is  called to the fact that beginning with the bond issu e  of 
July 1, 1952, the State T re a su re r  w ill make the payments of the annual subsidy as fo l­
lows: 25% five months a fter the bond date, and the remaining 75% six  months th erea fter.
This is  a m ost d esirable amendment to the C ontract for F in ancial A ssistan ce , in as­
much as it perm its Commonwealth funds to rem ain active until such tim e as they a re  
actually required.
Attention is  also directed to the fact that those p ro jec ts  which have been entered into 
permanent financing on the Note b a sis  w ill not actually rece iv e any part of th eir  subsidy 
until the twelfth month when it will be paid in its  entirety.
However, on all of the p ro jects  which went into perm anent financing p rio r to Ju ly 1, 
1952, the form er method of paying 100% of the subsidy five months and fifteen days a fter 
the date of issue has been continued. In th is connection the Attorney G eneral was r e ­
quested to furnish an opinion as to the legality of changing th ese subsidy payments by 
amendment to those Contracts for Financial A ssistan ce in effect p rio r to July 1, 1952. 
This opinion rendered as of D ecem ber 6, 1951 indicates that the m anner of payment may 
be changed simply by revision of the C ontracts for F in ancial A ssistan ce . A copy of this 
opinion follows:
COPY
MEMORANDUM
TO: John F . X. Gaquin, D irector 
State Housing Board
FROM: Thomas C. Dolan,
A ssistant Attorney G eneral
D ecem ber 6, 1951
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S U B JE C T : Annual Subsidy under Chapter 200
Tim e of Paym ent by Commonwealth of M assachusetts
T his is  not a form al opinion of the Attorney G eneral.
Your memorandum of November 27 . 1951 requ ests the opinion of this office as to 
the legality  of changing the tim e of payment of subsidy by the Commonwealth by amend­
m ent to C on tracts fo r F in ancial A ssistan ce  of p ro jects  which have permanent bonds cur­
rently  outstanding.
Su b-section  (b) of Paragraph (1) of the Contract for Financial A ssistance reads in 
part:
"T h e  Commonwealth w ill pay to the Authority o r  to the F isca l Agent 
named by the Authority in its  bond resolution annual contributions on 
the following dates and in the following amounts: on the date five 
(5) months and fifteen  (15) days a fter the date of the bonds and on the 
sam e day in each year th erea fter during'which any bonds remain out­
standing . . . ,  such annual s u m ,. . . "
P aragraph  (15) of the sam e Contract provides:
"Any provision of th is C ontract not required by the term s of the Law 
may be waived in writing by the Chairm an. None of the provisions 
of th is  C on tract shall be modified o r waived at any tim e after the sale 
of any of the notes o r  bonds issued with resp ect to this project to 
such extent o r in such m anner as would im pair or prejudice the rights 
of the holder or holders of such notes o r b on d s."
T his C ontract is  incorporated into the Bond Resolution by reference in the preamble 
to the Resolution.
The Commonwealth in its  guarantee m erely unconditionally guarantees the punctual 
payment of principal and in terest.
It would appear from  the foregoing that the bond holders accepted the bonds with 
actual o r constru ctive notice of the existen ce of the Contract for Financial Assistance; 
that the C ontract fo r Financial A ssistance itse lf provides for modification or waiver by 
the Chairm an, with the re stric tio n  that such modification or waiver, after the sale of 
notes o r  bonds, cannot im pair o r prejudice the rights of the holder or holders of such 
notes o r  bonds; and that the only rights of the bond holders in connection with this ques­
tion a re  the rights of punctual payment or principal and interest.
It is ,  th erefo re , our opinion that it would be legal to change the time of payment of 
subsidy by the Commonwealth by amendment to Contract for Financial A ssistance, if 
such amendment in no way affected the punctual payment of the principal and interest on 
the bonds.
Thomas C. Dolan
T C D :JL  A ssistant Attorney General
P ro g re ss  of Chapter 200 P ro je c ts : According to the records the status of the 
Chapter 200 P ro je c ts  as of June 30, 1953 follows:
Number of Communities with P ro je c ts  in 
Construction Stage 5
Number of P ro je c ts  in Construction Stage 7
Number of Units in P ro je c ts  in Construction Stage 1 ,350
Number of P ro je c ts  Completed for Occupancy 130
Number of Units Completed for Occupancy 14 ,000
In addition to the foregoing there were four p ro jects  on which construction had not 
been started . These la tter units will total approximately 750, which should in crease the 
total at completion to approximately 16 ,100 .
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Administration Fund A greem ents: The examination of these agreements. indicate 
that certain  p ro jects have not been included. As a resu lt, the funds o e P f
are not being deposited in approved banks. This m atter was " f ^ a v a i l -
the proper personnel and it is  understood that steps a re  being taken t 
able agreem ents.
Issue of Bonds and Notes Under Perm anent Financing: 
projects were in permanent financing as follow s:
As of July 1, 1953, 112
102 P ro je cts  -  Bonds Issued 
10 P ro je cts  -  Notes Issued
$ 1 1 3 ,5 6 6 ,0 0 0  00 
1 8 ,6 3 5 ,0 0 0  00 
$ 1 3 2 ,2 0 1 ,0 0 0  00
These bonds included 9 group issu es made on a se r ia l b asis  and m aturing over a 
period of forty y ears, as follow s:
Date of Issue Amount Rate of In terest M atu rities
$ 1 0 ,1 0 9 ,0 0 0  00 1 3/4% Oct. 1, 1951/90
1 3 ,5 5 6 ,0 0 0  00 1 3/4% Jan . 1, 1952/91
Apr. 1, 1951 9 ,2 5 1 ,0 0 0  00 1 7/8% Apr. 1, 1952/91
July 1, 1951 7 ,7 8 9 ,0 0 0  00 2 1/8% July 1, 1952/91
Oct. 1, 1951 1 3 ,2 6 4 ,0 0 0  00 2 % Oct. 1, 1952/91
Jan. 1, 1952 1 0 ,3 5 7 ,0 0 0  00 2 1,4% Jan . 1, 1953,92
Apr. 1, 1952 7 ,7 0 0 ,0 0 0  00 2 1/8% Apr. 1, 1953/92
July 1, 1952 1 0 ,7 2 2 ,0 0 0  00 2 1,4% July 1, 1953/92
Oct. 1, 1952 3 0 ,8 1 8 ,0 0 0  00 2 1/4% Oct. 1. 1953, 92
$ 1 1 3 ,5 6 6 ,0 0 0  00
The notes issued w ere in th ree groups as follows:
Date of Permanency Amount Net Rate M aturity
Jan. 1, 1953 (1) $ 8 ,2 7 3 ,0 0 0  00 .8479% Jan . 26, 1954
Apr. 1, 1953 (2) 700 ,0 0 0  00 .7442% O ct. 26, 1954
July 1, 1953 (3) 2 ,1 6 2 ,0 0 0  00 1. 839% July 27, 1954
July 1, 1953 (3) 7 ,5 0 0 ,0 0 0  00 1.879% July 27, 1954
$ 1 8 ,6 3 5 ,0 0 0  00
It will be noted from the foregoing that although $18, 6 3 5 ,0 0 0 .0 0  is  covered by notes, 
they were with one exception issued for one year. It is  understood that notes w ere i s ­
sued for pro jects in permanent financing for the following reason s:
According to the C ontracts for F in ancial A ssistan ce  bonds could not be 
issued at an in terest rate to exceed 2 1/ 2% per annum. When bids w ere 
received fo r bonds to be issued January 1, 1953 they w ere quoted in 
excess of 2 1/2% and th erefore  could not be accepted . T h erefore  notes 
were issued as indicated, the p ro jects  went into Management and are  
treated the sam e as though bonds had been issued -  as to the permanent 
status. If at a subsequent date, th ese notes a re  replaced with bonds, 
the ordinary forty year period of borrowing will be reduced by the num­
b er of y ears covered by notes issued.
It will also be noted that the in terest ra tes on the notes was substantially  le ss  than 
bond rates. In this connection attention is  d irected  to the fact that had the bonds been 
issued rather than notes at a 2 1/2%  rate the in terest would have amounted to 
$465 ,875 .00  for the f ir s t  year while on the notes issued the net in terest would total only 
$256 ,040 .35 .
Although the bonds issued w ere in the names of the various loca l housing authorities 
they are n evertheless guaranteed as to payments of in terest and principal by the Com­
monwealth of M assachusetts and a re  th erefore  a definite contingent liab ility  of the Com­
monwealth.
In this connection attention is  called to the fact that bonds issued d irectly  by the 
State T rea su rer , on dates com parable with those on which bonds w ere issued by the 
local housing au thorities, showed a rate of in terest which averaged 1/2% below the lowest 
bids on housing bonds.
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Inasmuch as it w ill undoubtedly be n ecessa ry  to borrow  at lea st $ 8 5 ,0 0 0 ,0 0 0 .0 0  
m ore, it is  suggested that serio u s consideration be given to a revision  of existing leg is­
lation to provide that fu rth er borrow ings be made d irectly  by the Commonwealth in order 
to take full advantage of its  b e tte r  cred it.
In connection with the foregoing, with resp ect to future financing, re liab le  financial 
publications have recently  indicated that bonds bearing the nam es of highly regarded 
com m unities a re  sellin g  at a prem ium , while those with poor cred it standing have been 
sellin g  cheaply. In v estors a re , th ere fo re , apparently ignoring the guaranty of the Com­
monwealth. If, however, a ll  bonds w ere issued d irectly  by the Commonwealth, the bonds 
of a ll m un icipalities would be issued at com parable p rice s .
Attention is  a lso  d irected  to the fact that bond counsel fe es  which a re  substantial are 
paid on resp ectiv e  bond is su e s . T hese item s would undoubtedly be reduced or eliminated 
if the financing w ere handled by the Commonwealth, as these opinions would be rendered 
by the D epartm ent of the Attorney G en eral. As a m atter of inform ation, although outside 
bond counsel opinions a re  presen tly  obtained, rep resentatives of the Attorney General 
who a re  assign ed to the State Housing Board also  check the legality of the borrowings, etc.
Bond counsel fe es  paid on the issu e s  presently  outstanding totaled approxim ately' 
$ 8 7 ,0 0 0 .0 0  and the to tal of a ll com parable fe es  paid to date of audit of temporary notes 
o r  bonds totaled $ 2 2 0 ,0 0 0 . 00.
In fu rth er connection with fe e s  paid to bond counsel, it was noted that since April 
1953 a Boston bond counsel has been engaged rather than the New York counsel previously 
employed. 1
A com p arison  of fe es  charged by the Boston counsel and those that would have been 
charged by the New Y ork counsel together with the resultant reductions in cost because
of th is  re cen t change follow s:
Issu e Dated F ee  Old B as is Fee New B asis
Resultant
Reduction
A pril 1953 $ 7 0 0 ,0 0 0  00 
Ju ne 1953 9 ,9 9 4 ,0 0 0  00 
Ju ne 1953 1 3 ,0 0 3 ,0 0 0  00 
Ju ne 1953 8 5 7 ,0 0 0  00 
$24, 554 ,0 0 0  00
$ 210 00 
2 ,9 9 8  20 
3 ,9 0 0  90 
257 10 
$7 ,366  20
$ 120 00 
1 ,349  40 
1 ,550  30 
135 70 
$3 ,155  40
$ 90 00
1, 648 80
2, 350 60 
121 40
$4,210 80
Accounts R eceiv ab le : The balance in this account represented charges to the var­
ious m unicipal p ro jec ts  fo r the se rv ice s  of construction advisers. This account was
analyzed and v erification  notices w ere released  on all balances with two exceptions. 
From  the re p lie s  received  the following information was obtained:
Item s had been charged to certain  p ro jects and payment was re ­
fused because it was indicated that the serv ices  had not actually been 
rendered. These contentions w ere apparently co rre ct for the charges 
included dates subsequent to entry into permanent financing, when 
th ere is  obviously no need fo r construction ad v isers ' serv ices . These 
item s totaled $ 2 ,8 3 3 . 40 which it is  understood will be canceled. They 
involved the following:
P ro je c t Charge
E v erett 200-2 $1 ,371 74*
Gardner 200-3 899 76*
Haverhill 200-2 223 20#
Taunton 200-2 338 70#
$2 ,833  40
* These a re  the two item s h eretofore mentioned on which verification
notices had not been re leased . The charges had previously been 
questioned and investigated and were found to be in co rrec t. Ap­
proval to w rite them off is  pending.
# These item s w ere developed from replies to requests fo r v e r ific a ­
tion. It was also  noted that the charges included periods long after 
the p ro jects  had entered into permanent financing.
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In one instance the reply to a v erification  notice indicated a charge had been made 
to the Millbury 200-1  P ro je ct instead of Boston 200-10  P ro je c t . This was adjusted while 
the audit was in p ro g ress .
Previous audit rep orts have commented upon the laxity in handling charges fo r the 
construction ad v isers ' se rv ice s  and it is  again suggested that if a fte r  investigation it 
develops that employees did not perform  the se rv ic e s  fo r which they w ere paid in the 
firs t instance by the Commonwealth, arrangem ents should be made fo r restitu tion  of the 
amounts so overpaid.
In addition to the foregoing an an alysis of a ll construction a d v isers ' s a la r ie s  and 
expenses showed that including the $ 2 ,8 3 3 .4 0  in co rrectly  charged, only 67% of the total 
had been charged to resp ectiv e p ro jec ts . This possibly ind icates an ex cess  of personnel 
in this category. Steps have been taken to c o rre c t this situation but fu rth er checking in 
this direction is  definitely in ord er.
Operating R eserv e s : In sev era l audit reports of the resp ectiv e loca l housing au­
thorities, comments have been included concerning amounts which the State Housing 
Board directed be set up as operating re se rv e s  at the end of the resp ectiv e in itia l op er­
ating periods. These audit rep orts have also indicated that the amounts which w ere o r ig ­
inally established in these re serv es  w ere in many instances not based upon any p red eter­
mined formula, but rather upon the profits remaining from  the initial operating period.
The management program  adopted by the authorities fo r the p ro jec ts  entering p erm a­
nent financing stipulates that these operating re se rv e s  sh all not exceed $300. 00 per unit, 
and also provides that $ 60 .00  per unit shall be charged each y ear until such maximum is  
reached. Theoretically , on this b a s is , the maximum re serv e  would be establish ed  over 
a period of five years. However, because of the arb itra ry  method employed by the State 
Housing Board, in its disposition of the su rp lu ses, and the unit ch arges as stated above, 
the maximum reserv es were reached e a r lie r  and in sev era l instances w ere reached a fter 
only two to three y ears. In one instance it was noted that the re se rv e  was in ex ce ss  of 
the $300.00 lim it but had not been adjusted because "Sp ecial W ork" was n ecessa ry  and the 
cost to be charged to the reserv e  would bring it below the maximum.
There would appear to be no valid reason fo r this policy of using su rpluses of the 
projects for the unnecessary acce leration  of th is accum ulation of th ese re s e rv e s . It 
would have been m ore logical econom ically to have used the surpluses fo r the purpose of 
effecting a reduction in either the Commonwealth's subsidy and/or the p ro ject ren ts.
The m atter should be seriou sly  considered before those p ro jec ts  now in tem porary 
financing change th eir status.
Rent Delinquencies -  Chapter 200 P ro je c ts : Attention is  d irected  to the fact that 
rent delinquencies continue to in crease . The State Housing Board should take n ecessa ry
to curb them. Such delinquencies fo r a ll the Chapter 200 P ro je c ts  totaled 
$93 296. 22 as of June 30, 1953 as compared with $ 6 9 ,7 7 6 .0 0  in this category at the end 
of the previous f isca l year.
Pay Roll: The pay ro ll and tim e record s w ere reviewed for two month« within iho
nI" p » n ^ CniJ(?0V!;r? P : , , AU lnsurance required by local housing authorities is  providedU — C a l l e d  n l i i r i K P r '  r v t l l t ' l f i o  T lih  J rt h  n  n  ____ J .» 1 .. — . _
Kind of Insurance F ace  Value M aturity Date
Fire and Rents Insurance 
Property Damage
90% of Value 
$2 5 ,0 0 0  00
M arch 1, 1955 
3 y ears from  date of 
issu e to each p ro jec t. 
3 y ears from  date of 
issue to each p ro ject. 
D ecem ber 1, 1955 
Continuous
Comprehensive Public Liability $100 ,000  0 0 /$ 3 0 0 ,000 00
Monies and Secu rities 
Position Bond
$2 5 ,0 0 0  00
$10 ,000  00
p ro ject is  accepted fo r o ccu - 
;r t if ic a te . When the local
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authority accep ts a p ro ject in part, th is  part is  covered by the policy, and the premium 
is  held back until the p ro ject is  com pleted. A valuation is  then made by the State Hous­
ing Board and prem ium s a re  paid on th is valuation.
P r io r  to acceptan ce by the lo ca l authorities the con tractors assum e all liability .
Low ell H om esteads: Chapter 143 of the A cts of 1909 established the f irs t law deal­
ing with public housing in M assach u setts and authorized a sp ecial com m ission known as 
the Homestead Com m ission to investigate the expediency of the Commonwealth acquiring 
o r opening fo r  settlem en t land in country d is tr ic ts  in ord er to re liev e congested tenement 
d is tr ic ts . Chapter 607 of the A cts of 1911 made this Com m ission a permanent State. 
Agency. As a re su lt of its  continued investigations the Legislatu re appropriated 
$ 5 0 ,0 0 0 . 00 in 1917 fo r an exp erim ental p ro ject in the City of Lowell which was called 
the Low ell H om esteads. The co st of that p ro ject was as follows:
C ost of P ro je c t :
7 A cres  of Land Including a House 
Cost of E rectin g  12 Houses 
Im provem ents
Unexpended B alan ce Returned to State Treasu ry
$12,500 00 
28 ,128  77 
2 ,626  77 
$43,255 54 
6 ,744  46 
$50,000 00
To June 30 , 1953 the re su lts  of th is  p ro je c t 's  operations were as follows:
Incom e from  Sale of Houses and Lots 
T otal P ro je c t  Cost 
Net Income
$53,237 92 
43 ,255 54 
$9,982 38
The total net earnings of $9, 982. 38 represented the utilization of approximately 2.2 
a c r e s  of land. At the present tim e approximately 4. 8 acres  of the original land pur­
chased . with an a sse sse d  value of $ 8 ,3 6 3 . 52 rem ains in the possession of the Common­
w ealth.
It was noted that no oth er p ro ject was undertaken during the existence of the Home­
stead  Com m ission which was abolished in 1919.
Tem porary  Financing: As previously noted in this report, this Department recom­
mended the utilization of tem porary borrowings rather than permanent financing because 
of the low er in terest ra tes which could be obtained.
Ju s t p rio r to the issu e of this report, it was noted that notes were issued at net in­
te r e s t  ra tes  of .8479% ; .7442% ; 1.839%  and 1.879%  for the financing of certain projects 
on which th ere  had been no bidders on bonds previously offered because of the limitation 
of the in terest rate to 2 1/2%. The saving thus effected will amount to approximately 
$ 2 1 0 ,0 0 0 .0 0  in the f ir s t  y e a r 's  financing alone.
It is  again recommended that a ll such future borrowings be made on a temporary 
b a s is .
SALEM  HOUSING AUTHORITY REPORT NO. 54-H-2
Tenants' Accounts Receivable -  G eneral: It was noted that delinquent Tenants Ac­
counts R eceivable totaled $ 3 ,8 0 0 . 88 on the audit date, analyzed as follows by project:
Chapter 372 -  $ 1 ,707  13
P ro je c t 200-1  - 1 ,389  00
P ro je c t 200-2  -  704 75
$3 ,800  88
On the foregoing, accounts totaling $1, 975.13  are  m ore than one year old. The Au­
thority had turned over to its  attorneys sev era l of these accounts fo r co llection , etc. It 
was noted that a cred it report on prospective tenants is  now obtained before admission to
any un(j e r s tood that request fo r authorization to w rite off the supposedly
w orthless accounts is  being prepared.
Tenants' Security Deposits -  G eneral: This Authority requ ires that each tenant post 
a Secu rity  Deposit which is returned upon the term ination of the lea se  provided that the
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rent has been paid in full and no damage has been caused to the unit vacated. These 
deposits totaled $ 5 ,2 2 5 .0 0  and it is  recom m ended that the possib ility  of investing these 
funds in savings accounts be examined.
Distribution of Expenses - Chapter 372: It was noted that the following e r r o r s  in 
distribution of expenses had been m ade:
1. An amount of $42. 33 that should have been charged to the Insurance 
Account was charged to the R ep airs , M aintenance and Replacem ents 
Account.
2. The expenditure of $375. 00 fo r  painting that should have been 
charged to the Remodeled Units was charged to the P erm anent Con­
struction Units.
It is recommended that the n ecessa ry  adjustm ents be made forthwith.
Provision for R eserv es -  Chapter 372 : It was noted that the approval of the State 
Housing Board had been granted to use the balance in the R eserv e  fo r R ep airs , M ainte­
nance and Replacem ents to pay fo r a portion of the cost of painting the e x te rio r  of the 
buildings. In this connection however it was fu rth er noted that at the c lo se  of the f isc a l 
year this account was compensated by making a charge to the expense account fo r the 
Repairs, Maintenance and R eplacem ents. This arrangem en t, of cou rse, was in effect 
contrary to that approved by the State Housing Board. The proper adjustm ents should be 
arranged.
Preparation for Sale of Units - Chapter 372: It is  understood that th is Authority is  
in the process of establishing selling  p rices  fo r  the P erm anent Construction Units and 
will in the near future attempt to effect such sa le s .
Journal En tries - P ro je c t 2 0 0 -2 : It was noted that sev era l journal en tries have been 
made transferring expenditures from one expense c lassifica tio n  to another without making 
adequate or detailed explanations. It is  suggested that a ll such en tries should be com ­
pletely explained.
Accounts Payable -  P ro je c t 2 0 0 -2 : P r io r  to going into P erm anent Financing an a c ­
count payable for compensation to Board m em bers was established . Subsequently how­
ever the payments made w ere charged en tirely  to m anagem ent expense ra th er than to the 
accounts payable. It is  recommended that the n ecessa ry  adjusting entry be made.
CAMBRIDGE HOUSING AUTHORITY R EPO R T NO. 54-H -3
Temporary Construction P ro je c ts  -  Tenants’ Accounts R eceiv ab le : As noted in the 
prior audit report, these tem porary units have been dem olished. However, the books of 
account have not yet been closed because the Authority is  attempting to effect co llection s 
on $4 ,825 .71  which was s t ill  due from fo rm e r tenants. This amount was not verified  
because the add resses of the individuals concerned w ere not available.
It appears doubtful that these balances w ill ev er be co llected . In this connection it 
was noted that no rem ittances on them have been receiv ed  through the A ttorneys to whom 
they have been given for collection  during the past year. It is  th erefo re  suggested that 
they be charged off so that the books may be closed .
Temporary Construction P ro je c ts  -  Outstanding Check: It was noted that a check 
for $5 .00 , which was drawn to refund a secu rity  deposit, has been outstanding sin ce 
February 26, 1952. It is  suggested that payment be stopped on a ll checks which have 
been outstanding for a period in ex cess  of one y e ar.
Chapter 372 -  Perm anent Construction -  Sale of Hom es: The Authority, a fter 
making two appraisals of these seven units, m et with the resp ectiv e tenants of the p ro ject 
to discuss the feasib ility  of selling  to them th ese homes under the provisions of the op­
tions included in th eir leases . Inasmuch as the tenants interview ed indicated a d e sire  to 
wait until the expiration of the fiv e-y e ar period during which the Authority is  required to 
sell these dwellings, it was decided not to o ffer them for sa le  at th is tim e.
Chapter 372 - Perm anent Construction -  Accounts R eceiv ab le : The Accounts R e­
ceivable -  Sundry account balance of $ 700 .00  includes an item  of $ 6 0 0 .0 0  which has been
204 P .D . 6
due from  the City of Cam bridge fo r  the sa le  of canvas sin ce June 30, 1951. There was 
nothing in the re co rd s , however to indicate that the City had ever been billed  for this 
item . It is  suggested that the Authority send the City a b ill  fo r th is sa le .
P ro je c t  2 00 -1  -  Accounts Payable -  D evelopment: The Accounts Payable -  Devel­
opment in the amount of $ 476 .47  as appearing on the balance sheet of this project repre­
sen ts a liab ility  fo r  the unpaid balance of an a rc h ite c t 's  fee . In this connection, it was 
noted that the final b ill  subm itted by th is  individual represented a balance due of 
$ 1 ,0 5 1 .0 0  b ecau se he used a higher construction contract amount upon which his fee 
percentage was applied.
A le tte r  from  the State Housing Board dated July 29, 1952 indicated that the amount 
requested was denied. Since that tim e th ere  has been no action relative to this matter. 
It is  suggested that step s be taken to c le a r  th is liab ility  from  the records.
P ro je c t  2 00 -2  -  C entral O ffice Supplies: The following journal entry was made to 
bring on the books the inventory of C entral O ffice supplies as reflected on the balance 
sh eet of th is  p ro je c t:
D r. C en tral O ffice Supplies $425.50
C r. C en tral O ffice Expense $425. 50
To re co rd  the amount of cen tra l office supplies on hand September 30 
1952.
In th is connection th ere appears to be no basis  for charging P ro ject 200-2 with a 
sh a re  of the cen tra l o ffice  supplies inventory, because there was no record in the ac­
counting section  to indicate that th ese supplies had been actually inventoried on that date. 
It would th ere fo re  appear that this inventory had been established to reduce the total 
C en tra l O ffice expenses and consequently m itigate the possibility of a budget overrun in 
th is  account fo r the fis c a l  year ending M arch 31, 1953.
In fu rth er connection with th is m atter, it was also noted that an inventory of a like 
amount had been se t up on M arch 31, 1952. The budget overrun in the Central Office 
Expense account fo r the f isc a l year ending on that date totaled $279. 83 after the applica­
tion of the cred it setting up the inventory. This inventory was subsequently charged off 
on June 30 , 1952.
It  is  suggested that the inventory currently reflected on the books be charged off and 
that the Authority discontinue its  present practice of setting up inventories simply to 
take c a re  of budget overruns.
P ro je c t  200-2  -  Final Paym ent: Attention is called to the fact that the final payment 
to  the general con tractor has not been made because of certain  exceptions taken by the 
Authority to the construction of the pro ject.
P ro je c t 200-2  -  Vacancy L o ss : The records reflected a vacancy loss of $591.14 for 
the period from  Ju ly  1, 1952 to June 30, 1953. An analysis of this amount indicated that 
the m a jo r portion of it was due to the fact that the basement apartment of a former cus­
todian had been unoccupied from October 15, 1952 to the date of audit.
This m atter was discussed with the Business Manager for the Authority who stated 
that the apartm ent had not been rented because of the possibility that it might be needed 
fo r  a subsequent custodian. It was noted, however, that this apartment was rented while 
this audiftoas in p rog ress.
P ro je c t 200-3  -  Final Paym ent: It was noted in connection with this project that the 
final payment to the general contractor has been withheld because of certain  exceptions 
which were taken by the Authority to the construction of the pro ject, and also because of 
a controversy regarding the cred it to be applied to the construction contract amount be­
cause of the elim ination of eight units from the number originally planned. In this latter 
connection it was fu rther noted that the State Housing Board recently  approved a contract 
cred it of $40, 960. 28.
P rotect 200-4  -  Budget Overrun: It was noted that the actual u tilities expense for 
the f ir s t  quarter of the fisca l year ending March 31 1954 was $4 ,443  95 in excess of the 
amount originally  budgeted. This overrun resulted from  the fa ilu re of the Authority to 
^ l u d e  with its costs  fo r the previous fisca l year expenses incurred in M arch but not 
paid fo r until A pril. It is  therefore recommended that a revised budget be submitted to 
the State Housing Board.
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P ro je ct 200 -4  -  Accounts Payable -  D evelopment: The Accounts Payable -  D evel­
opment in the amount of $ 7 ,3 6 0 .0 9  as re flected  on the books of th is  p ro ject rep resen ts 
the balances of the estim ated lia b ilitie s  of the Development Fund at the tim e Perm anent 
Financing becam e effectiv e on A pril 1, 1952. At the p resen t tim e it appears that a ll 
liab ilities  have been liquidated and it is  suggested that the n ecessary  adjustm ents be 
made to c lo se  out the accounts involved.
P ro je ct 200-4  -  Tenants' Accounts R eceiv ab le : In verifying the accu racy  of the 
tenants' accounts ba lan ces it was noted that an item  of $6. 51 which was allegedly due 
from a form er tenant had been paid to an Attorney. However, a tenant with a s im ila r  
name, who had fo rm erly  resided in a Fed eral P ro je c t , was cred ited  in e r ro r  with the 
amount. This m atter was brought to the attention of the proper personnel and the n e ce s­
sary  adjustment was made.
P ro je ct 2 00 -6  -  Development -  Pay R oll -  Execu tive: An an alysis of the develop­
ment costs  indicated that the actual ch arg es to the Pay Roll -  Executive account totaled 
$ 1 6 ,8 8 4 .4 3  as com pared with an amount of $ 8 ,0 0 0 .0 0  appearing in the budget. In this 
connection, it was noted that approxim ately 30% of the s a la r ie s  of the Executive D irecto r 
and A dm inistrative A ssistan t had been charged to this development account to June 30, 
1953.
Since the State Housing Board had approved a prelim in ary operating budget fo r this 
project fo r the calend ar y e ar, it would appear that any pay ro ll charges to the develop­
ment cost accounts subsequent to Jan uary 1, 1953 a re  im proper and it is  th erefore  
recommended that the accounts be accordingly adjusted.
P ro je ct 2 00 -6  -  Development -  Inspection E xpen ses: It was noted that the insp ec­
tion expenses incurred by the Authority fo r the construction of this p ro ject totaled 
$30, 565 .14  compared with $ 8 ,0 0 0 .0 0  budgeted th ere fo re . In addition, the Authority was 
also charged $ 7 ,3 4 0 .8 0  by the State Housing Board for the se rv ic e s  of Construction 
Advisors. On the b a sis  of the 200 units constru cted , the total inspection expenses of 
$37,905. 94 fo r the supervision of the construction  of the p ro ject would appear to be 
excessive.
P ro je ct 2 00 -6  -  Development -  Tenant Selection  C osts: As of the date of audit, the 
charges to the Tenant Selection  C osts account totaled $ 1 4 ,1 9 5 . 89 , o r  $11, 195. 89 in 
excess of the amount budgeted. An an aly sis of the pay ro lls  of this section  indicated 
that 94% of it had been borne by th is p ro ject for the period from  Septem ber 1951 to A pril 
1953.
It is  apparent that the development co sts  of th is  p ro ject has been in creased  by the 
burden of carrying p ractica lly  a ll of the co sts  of this one section  fo r th is twenty-month 
period. It is  suggested that this p ro ject be charged only with the tenant selection  co sts  
budgeted, and that the balance be charged to the C entral O ffice expenses and prorated 
among the sev era l p ro jects .
P ro je ct 2 00 -6  -  A dm inistration -  Vacancy L o ss : The reco rd s of this p ro ject r e ­
flected a vacancy lo ss  of $ 3 ,5 7 1 . 20 fo r  the period January 1, 1953 to June 30, 1953. In 
this connection it was noted that th ree  apartm ents which w ere s t il l  vacant as of the la tter 
date had been available for rental s in ce August 1, 1952, Septem ber 8 , 1952 and O ctober 
27, 1952 respectively . It was fu rth er noted that se v era l other apartm ents had been un­
occupied for one o r m ore months a fter having been accepted fo r  occupancy.
It was learned that th is delay in rental was due to the fact that the Authority could 
only accept as tenants those whose incom e was sufficiently  larg e to w arrant payment of 
the $55 .00  average rental m aintained fo r th is p ro jec t.
P ro je c t 200-6  - A dm inistration -  Budget O verrun: A com parison of the budgeted 
and actual expenses fo r the period from  January 1, 1953 to June 30 , 1953 showed that 
the actual expenses charged to the R ep airs , M aintenance and Replacem ents account to ­
taled $ 8 ,9 6 7 .0 5  as compared with $ 7 ,2 0 0 . 00 budgeted. The operating budget fo r this 
project includes the period from January 1, 1953 to D ecem ber 31 , 1953.
It is  suggested that the Authority e ith er reduce its  expenses chargeable to th is a c ­
count classifica tio n  fo r the balance of the period covered by the budget o r subm it an 
amended budget to the State Housing Board for approval.
P ro je c ts  200-2  and 200-6  -  Inventory: It was noted that the Authority had no card 
records to control the inventory of m a ter ia ls  and supplies purchased from  the funds of 
these two adjacent p ro jects  which a re  jo intly  managed. It was fu rth er noted that
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m a te r ia ls  issued from  this inventory to oth er p ro jects  had not been charged to the re ­
ceiving p ro jec ts .
It is  suggested that a card  reco rd  of inventory item s be m aintained, and that a no­
tice  of the issu e s  to oth er p ro jec ts  be transm itted  to the accounting section  so that they 
may be properly controlled.
P ro je c ts  2 00 -2  and 2 0 0 -6  -  P ro je c t V is it: When th ese p ro jects  w ere visited in con­
nection with th is exam ination, it was noted that the grounds presented an untidy appear­
ance with pap ers, cans and oth er d ebris litte rin g  the area . It was also noted that the 
g ra s s  in one enclosed a re a  had grown quite high, and that the shrubs and tre e s  appeared 
to be in a poor condition.
A fter a d iscu ssion  of the appearance of th is a re a  with the Bu siness Manager for the 
Authority, the n ecessa ry  im provem ents w ere made.
Chapter 200 P ro je c ts  - O perations under Perm anent Financing: The following 
schedule shows the re su lts  of operations fo r  the f isc a l y ears ending during this audit 
period fo r  the five State-aid ed  p ro jec ts  which have already entered into Permanent F i­
nancing:
P ro je c t
F is c a l  Y ear 
Ending
D eficit before 
Commonwealth 
Contribution
Commonwealth
Contribution
Surplus after 
Commonwealth 
Contribution
200-1 June 30 , 1953 $ 2 0 ,6 6 0  98 $22 ,775  00 $ 2,114 02
200 -2 M arch  31, 1953 22 ,1 0 8  50 32 ,300  00* 10,191 50
200 -3 June 30, 1953 18 ,035  08 21 ,400  00 3,364 92
2 00-4 M arch  31, 1953 6 4 ,387  28 73 ,625  00 9, 237 72
2 0 0 -5 June 30 , 1953 16 ,523  06 17,800 00 1,276 94
* Includes $3, 946. 00 which was reserved  from the surplus of the 
f ir s t  f is c a l  y ear under Perm anent Financing for the purpose of 
reducing the Commonwealth Contribution of the second fisca l year.
Revolving Funds -  P ro je c t Advances: A comparison of the advances from the 
Chapter 200 p ro jec ts  and the monthly expenditures made for these projects indicated 
that the advances should be adjusted on the basis  of the actual expenditures made and it 
is  recom m ended that these revisions be made forthwith.
It was fu rth er noted that the P ro je ct 200-6  - Development advances are still re ­
flected  on the re co rd s of the Revolving Funds, Since there should be no further expendi­
tu re s  made fo r th is account, it is suggested that these advances be returned.
G eneral -  Salary  D istribution: It was noted that a portion of the salary of the Gen­
e ra l C onstruction Superintendent had been charged to Supervision and Overhead in the 
R ep a irs , M aintenance and Replacem ents accounts of P ro jects  200-1 , 200-3, 200-4, 
2 0 0 -5  and 2 0 0 -6 . Since th ere was no provision made in the operating budgets of these 
p ro jec ts  fo r this charge, it appears that budget overruns will develop in the Supervision 
and Overhead c lassifica tio n s of the R ep airs, Maintenance and Replacements accounts.
It was not readily apparent why p ro jects which have been occupied for a substantial 
period of tim e should continue to bear any of the costs  of the Construction section. It is 
th erefo re  recommended that the Authority discontinue this p ractice , and that the neces­
sary  adjustm ents be made.
G eneral -  Annual Report: Section 26U of Chapter 121 requires each local housing 
authority to make an annual report in January to certain  State and municipal officials.
In th is connection it was noted that the required report for the 1952 calendar year had 
not been submitted as of the date of audit.
G eneral -  Journal E n tr ies : The examination of journal entries indicated that sev­
e ra l were lacking in detail while others did not agree with supporting reco rd s. It is sug­
gested that the personnel be instructed to exe rc ise  m ore care  in th eir preparation.
G eneral -  Serv ice  Charges: It was noted that there has been an inconsistency in the 
accounting fo r the serv ice  charges made to tenants. In certain  instances expense a c ­
counts had been credited and in others cred its had been passed to m iscellaneou s income. 
It is recommended that a ll charges of this nature be handled on a like b asis .
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G eneral -  Budgets: An exam ination of the budgets submitted to the State Housing 
Board for the f isca l y e a rs  ending in 1954 for P ro je c ts  2 0 0 -1 , 200-2  and 200-4  indicated 
that the Authority had not included in terest on investm ents with its  estim ates of incom e. 
This om ission may be attributed to the fact that the accrued in terest on investm ents had 
not been reflected  on the books of the p ro je c ts . It is  recommended that accru a ls  be 
made on a regular b asis  on a ll subsequent purchases of investm ents.
G eneral -  Insurance: It was noted that the portion of the 1953 deposit premium for 
W orkmen's Compensation insurance which applied to the Chapter 200 p ro jec ts  had been 
charged to expense, w hereas the 1952 deposit premium had been charged to the Prepaid 
Insurance accounts. This m atter was brought to the attention of the A uthority's Comp­
tro lle r  and the n ecessary  adjustm ents w ere made during the cou rse of the audit.
It was fu rth er noted that the 1952 deposit premium had not been charged off over 
the period of the policy. It is  suggested that a ll such prem ium s be am ortized. It is 
further suggested that a ccru a ls  for this liab ility  be lim ited to the difference between the 
deposit premium and the estim ated  total co st.
G eneral -  Cash R eceip ts : At present th ere  appears to be no rece ip ts vouchers with­
in the accounting section  showing the detail of the m iscellan eou s p ro ject rece ip ts rem itted 
directly to the cen tra l o ffice . It is  recom m ended that such reco rd s be established .
G eneral -  Fuel O il: The exam ination of the fuel oil bids indicated that the contract 
for #5 fuel oil had been awarded to the second lowest bidder of record  whose quoted 
price had been $ .1 1  per b a rre l higher than that of the lowest bidder. In this connection 
it was noted that the purchasing agent had recommended that this contract be awarded to 
the second lowest bidder who is  the p resent supplier to the Authority, inasmuch as the 
lowest bidder intended to furnish reclaim ed  o il which is  apparently not as good as regu­
lar o il. The State Housing Board subsequently approved this award to the second lowest 
bidder.
General -  M em bers' Com pensation: It was learned that the m em bers' compensation 
was supposedly based on the amounts established  in the Chapter 200 budgets. However, 
a comparison of the amounts budgeted and the actual payments made indicated that the 
actual payments w ere in ex ce ss  of the amounts budgeted.
It is  th erefore  recomrr ended that the m em bers' com pensation be computed in the 
manner p rescribed  by the State Housing Board . Adjustment for past payments should 
also be effected.
WEST SPRIN G FIELD  HOUSING AUTHORITY REPO RT NO. 54-H -4
Chapter 372
Subsidy: Under the provisions of Chapter 372 of the Acts of 1946, as amended, the 
Town of >Vest Springfield could rece iv e  a total of 10% of the certified  development cost of 
the local p ro ject, payable at the rate of 2% per annum for a period of five y e a rs . The 
development cost approved by the State Housing Board amounted to $350, 1 9 0 .77 . To the 
date of audit, th is Town has received  from  the Commonwealth a total of $ 3 5 ,0 1 9 . 10 o r the 
maximum subsidy payable.
P ro je c t 200-1
Debt Serv ice  Paym ents: This Authority pays into its  Debt S erv ice  Fund each fisca l 
year from rental incom e, an amount which together with amounts received  from  other 
sou rces, will equal that f isca l y e a r 's  total debt requ irem en ts. F o r the f ir s t  f is c a l year 
this amount was paid in ten monthly paym ents, one twelfth of the total being paid on or 
before the fifteenth day of the month in each of the f i r s t  nine m onths, and the balance b e ­
ing paid on o r before the fifteenth day of the tenth month of the f isc a l y ear. However, 
starting with January 1, 1953, the beginning of the second fisc a l year under Perm anent 
Financing, this amount will be paid at one tim e and will be forw arded to the f isc a l agent 
on the f ir s t  day of the eleventh month of the f isc a l year.
Commonwealth Contribution -  Second F is c a l Y e a r : This Authority has received 
$ 2 0 ,0 7 0 .3 3  as its  second annual Commonwealth Contribution. This amount was $254. 67 
less  than the maximum possible subsidy of 2 1/2% of the development co sts  which had 
been received for the f ir s t  f is c a l year under P erm anent Financing. This d e crease  was 
effected by applying a portion of the f ir s t  f is c a l y e a r 's  operating surplus toward the r e ­
duction of the maximum subsidy.
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The operating surplus for the f ir s t  f is c a l  year under Perm anent Financing amounted 
to $6, 904. 67 and was distributed on advice of the Chairm an of the State Housing Board, 
as follow s:
T ra n sfe r  to Operating R eserv e  $6 ,650  00
T ra n s fe r  to Commonwealth Contribution 
Reduction R eserv e  254 67
$6 ,904 67
Surplus C ash : It was noted that the cash  balance in the Administration Fund has 
been steadily  in creasin g  sin ce P erm anent Financing becam e effective, because of provi­
sion s made fo r the operating and debt se rv ic e  re se rv e s . Although a portion of the cash 
surplus has been invested, it is  recom m ended that additional investments be made so 
that the to tal investm ents w ill approxim ate the total of the re serv es  as they were origi­
nally estab lish ed  to c a re  fo r contingencies and should not be used in the normal course of 
op eration s. The co st of operations w ill accordingly be reduced by the income received.
A TTL EB O R O  HOUSING AUTHORITY REPORT NO. 54-H-5
Chapter 372 -  P ro fits : The profit of $7, 491 .23  for this project for the 1952 ca l­
endar y e a r has been turned over to the City of Attleboro. The result of operations for 
the f i r s t  s ix  months of the 1953 calend ar year reflected a profit of $5 ,0 2 4 .6 2 . It is under­
stood that the en tire  profit for the y ear w ill be turned over to the City of Attleboro in 1954.
C hapter 372 -  Subsidy: A total subsidy of $ 3 0 ,3 9 9 .3 7 , representing 10% of the total 
developm ent c o sts  of $303, 99 3 .6 8  w ill be ultim ately paid to the City of Attleboro by the 
Commonwealth.
To date paym ents to the City of Attleboro by the Commonwealth as shown by the 
re co rd s  in the o ffice  of the City T re a su re r , were as follows:
June 1951 $ 6,079 87
June 1951 6,079 87
August 1951 6,079 86
Septem ber 1952 6,079 86
$24,319 46
P ro je c t  200-1  -  Refund of Tenants' Accounts Receivable: An examination of the 
tenants' reco rd s indicated that refunds of rents made during the period under audit were 
not re flected  in the respective tenants' records.
It is  th erefo re  suggested that the Authority maintain complete tenants' records in the 
m anner p rescrib ed  by the State Housing Board.
P ro je c t 200-1  -  Change O rd ers: It was noted that Change Orders No. 34,36 , 37, 39, 
40 and 41 totaling $ 1 8 ,1 6 0 .3 5  were not reflected in the contract award account as of the 
date of audit.
It was noted, however, that during the course of the audit this situation was adjusted 
on the record s.
P ro je c t 200-1  -  A cceptance of the P ro je c t : As of the date of audit, Part H of the 
C ertifica te  of Completion had not yet been processed nor had final payment to the con­
tr a c to r  been made.
Attention is  d irected  to the fact that it was noted that there had been,several meetings 
of the local Authority, representatives of the State Housing Board, and the general con­
tr a c to r  concerning the final acceptance of the project and it is understood this delay in 
acceptan ce is  due to the fact that the Authority and the general contractor have not 
reached agreem ent as to the amounts owed.
FITCHBURG HOUSING AUTHORITY REPO RT NO. 54-H-6
Annual Subsidy: The Commonwealth provides an annual subsidy which is not to ex­
ceed 2 1/2% of the development costs  of the project.
A subsidy payment of $32, 568.23  fo r the third year under Perm anent Financing was 
received on February 20, 1953, computed as follows:
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2 1/2% of Development Cost 
L e ss :
T ra n sfer of P r io r  Y e a r 's  Surplus
$ 4 0 ,3 7 5  00
to Reduction R eserve 
Third Y e a r 's  Subsidy
7 ,8 0 6  77 
$3 2 ,5 6 8  23
Pay R olls : It was noted that tim e reco rd s a re  kept for m aintenance em ployees by 
the bookkeeper. The Executive D irec to r substantiates the tim e worked by these em ­
ployees, who are  paid hourly w ages. No such reco rd s a re  available for sa laried  em ­
ployees. R ecord s, however, a re  m aintained fo r th eir  s ick  leave and vacation tim e. It 
is  suggested that step s be taken to include in the present system  tim e reco rd s fo r all 
employees.
CLINTON HOUSING AUTHORITY REPO RT NO. 54-H -8
Annual Contribution: Attention is  d irected  to the fact that the Commonwealth m akes 
an annual contribution of not m ore than 2 1/2% of the total cost of the p ro jec t. The con­
tribution for the third year under Perm anent Financing was $ 7 ,1 4 7 .7 3  and was computed 
as follows:
The foregoing amount was receiv ed  by the fis c a l  agent, The National Shawmut Bank 
of Boston, on June 9, 1953.
Cash C ollections: It was n ecessa ry  to exam ine a ll the rent rece ip ts and all the 
deposits recorded on the bank statem en ts in ord er to determ ine the c o rre c t  bank balance 
so that the bank statem ents could be recon ciled  as of the date of audit.
During the course of this exam ination, the following e r ro rs  w ere also  noted:
1. Rent co llections in the amount of $291. 50 w ere deposited in the 
bank but w ere n ever recorded in the cash book.
2. Insurance settlem en t of $ 5 0 .0 0  was deposited in the bank but not
recorded in the cash book.
3. A rent co llection  of $ 3 3 .0 0  was erroneously entered in the cash 
book as $53. 00.
In addition to the foregoing, it was a lso  noted that none of the bank statem ents had 
been reconciled fo r any month coming within the audit period. It is  suggested that m ore 
careful attention be paid to the recording of the cash . It is  also  advised that the bank 
statem ents should be recon ciled  promptly each month.
Accounts R eceivable -  Tenants: The balance in the Tenants' Accounts R eceivable 
control account was not in agreem ent with the balance of the individual accounts in the 
tenants' subsidiary ledger. This condition, which has existed  for sev era l m onths, has 
been brought to the attention of the Authority and the State Housing Board. It is  suggested 
that immediate steps be taken by the proper personnel so that the accounts may be c o r ­
rected forthwith.
Tenants' Security D eposits: The resp ectiv e tenants' sh eets w ere exam ined to estab ­
lish the cred its  to tenants for secu rity  d eposits. In th is connection it was noted that the 
sheets indicated balances totaling $7 4 5 .0 0  while the control account in the general ledger 
showed a balance of $841. 75.
It is  suggested that a survey be conducted to determ ine the proper cred its  to the 
tenants. Adjustments should subsequently be made in accordance therew ith.
Pay R olls : It was noted that th ere w ere no detailed pay ro lls  o r tim e record s 
available at this Authority -  the only em ployee being the Executive D irec to r. During his 
absence, his se c re ta ry , not an employee of the Authority, co lle cts  rents and the Acting 
Executive D irecto r m akes deposits in the bank. The bookkeeping is  a lso  perform ed by 
an individual employed by the Executive D irec to r who is  not an employee of the Authority.
2 1/2% of the Total Cost 
L e ss :
P r io r  Y ear Surplus
$ 7 ,9 7 5  00
827 27 
$7 ,1 4 7  73
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It is  suggested that possibly the Executive D ire c to r 's  bond be w ritten to include coverage 
fo r  a ll who handle funds belonging to the Authority.
P erso n n el: The employment of the wife of one of the A uthority's m em bers was 
term inated  a fte r  she had perform ed se r v ic e s  fo r  approxim ately s ix  months. This action 
was taken at the in s is ten ce  of the State Housing Board who indicated that this employment 
was ille g a l. Nothing as yet has been resolved as to whether o r not she is entitled to re­
ceiv e com pensation fo r  the se r v ic e s  rendered.
AGAWAM HOUSING AUTHORITY REPORT NO. 54-H-9
U tility C harges -  P ro je c t 2 00 -1  and P ro je c t  2 0 0 -2 ; The two previous audit reports 
have stated  that the utility ra tes  being charged to the tenants appeared to be insufficient 
to co v er th e ir  co st. In th is  connection the record s of this Authority for the audit Derinri 
indicated the following: H
P ro je ct 200-1 P ro ject 200-2
Cost of U tilities $4 ,628  75 $1,772 76C h arges to Tenants 2 ,762  40 979 20
D eficit $ 1 ,866  35 $793 56
P e r  Unit:
M onthly Cost per Unit $12 05 $12 31Monthly Charge per Unit 7 19
Monthly D efic it p er Unit 4 86 5 51
It was fu rth er noted that the Authority voted an increase of $2 .00  in the monthly rates 
effectiv e  O ctober 1, 1953, to $8. 80 fo r the 2 bedroom units and $10.10 for the 3 bedroom 
un its.
An an aly sis  of the item s charged to the utilities account further indicated that the 
ch arg es  included the sa lary  of the custodian, water, oil, burner serv ices, and electricity 
fo r  A partm ent 5D, b o ile r room , laundry room, street lights and pilot light on burner.
In th is  connection the management resolution adopted by the Authority states:
"E stab lish m en t of R ents: Section 3d. Charges for any utilities 
oth er than w ater which the p ro ject supplies to tenants shall be made 
fo r  such amount of consumption and at such rates as may from time to 
tim e be found n ecessary  by this authority to reim burse the project for 
the co st of supplying such u tilities . "
It would, th erefo re , appear that the cost of water should not have been charged to the 
cost of u tilit ie s . The sa lary  of the custodian and the electricity  should have been pro­
rated and only that portion of it which applies to supplying utilities should have been 
charged to it.
A fter taking into consideration the aforementioned possible adjustments to the cost of 
u tilit ie s , the new incom e w ill probably be sufficient to meet the total cost.
Rent R eceip ts: It was again noted that rent receip ts were not prenumbered. It is, 
th ere fo re , again recommended that a ll unused rent receip ts be prenumbered.
Vacancy L o ss : The previous audit report suggested that vacancy losses be computed 
and shown on the financial record s. In this connection it was noted that these vacancy 
lo sse s  now appear as part of the financial records.
Operating R eserv e -  P ro je ct 2 0 0 -1 : The previous audit report stated:
"Operating R eserve : The management resolution adopted by the 
Authority provides that a maximum Operating R eserve of $300. 00 per 
unit, o r a total of $9, 6 0 0 .00 , shall be established over a period of five 
y e a rs , with a reservation  of one-fifth of the total ($1, 920. 00) in each 
of the f ir s t  five years under permanent financing. In this connection it 
was noted that a total of $4, 962 .06  was transferred  to this account 
during the f irs t f isca l year. It was fu rther noted that as of the date of 
audit the balance of this account amounted to $10 ,122 . 56 o r $522. 56 in 
ex cess of the maximum which was to have been set up.
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"It  is  recom m ended that the ch arges to operations fo r the provi­
sion for th is re serv e  be discontinued, and that the ex ce ss  amount r e ­
served be tra n s ferred  to su rp lu s ."
In connection with the foregoing it was noted that the operating re se rv e  fo r P ro je c t 
200-1 was reduced to the maximum of $9, 6 0 0 .0 0  by the tra n s fe r  of $522. 56 to surplus 
on July 1, 1952.
P ro je ct R ents: Rental charges fo r both p ro jec ts  appeared to be adequate to defray 
th eir operating co sts  a fte r  into consideration the 2 1/2%  subsidy receiv ed  from  the Com­
monwealth. In th is connection P ro je c t 200-1  showed a profit of $ 5 ,3 1 6 .3 4  a fte r  the sub­
sidy receip t of $8, 2 7 5 .0 0 , while P ro je c t  200 -2  indicated a profit of $ 1 ,3 6 3 . 14 a fte r  its  
subsidy of $3, 500. 00. It is  understood that th ese su rpluses w ill be applied to reduce 
subsequent subsidy payments by the Commonwealth.
Budget -  P ro je c t 2 0 0 -2 : It was noted that th is Authority did not have an operating 
budget fo r the f ir s t  f is c a l  y ear on P ro je c t 200-2  as is  required by the State Housing 
Board. Such a budget should be prepared and submitted.
Perm anent Financing -  P ro je c t 2 0 0 -2 : On July 1, 1952, P ro je c t 2 00 -2  was 
changed from  Tem porary Financing to P erm anent Financing with the issu an ce of bonds 
in the amount of $ 1 4 0 ,0 0 0 . 00. These bonds b e a r  in terest at the ra te  of 2 1/4% . A p re ­
mium of $ 2 ,7 0 1 .8 6  was received  in connection with th is  issu e .
The final cost of development of the p ro jec t was $140, 665. 50 which was reduced to 
the bond figure by applying a part of the in itia l operating period surplus of $665. 50. A c­
counts Payable in the amount of $12, 9 9 5 .3 8  w ere included in the final development cost 
and as of the date of this audit only $ 9 ,8 9 4 .0 1  had been paid on them , leaving a balance 
of $3 ,101 . 37. This balance should be adjusted as it now appears that it w ill not be 
n ecessary  for the purpose orig inally  intended.
QUINCY HOUSING AUTHORITY REP O R T NO. 54-H -10
Demolition of Tem porary C onstruction P ro je c ts :  T hese buildings w ere originally  
erected by the Fed eral Government in 1946 fo r the benefit of v e teran s, and w ere turned 
over to the City of Quincy on January 1, 1950.
It was learned that a fte r  an exam ination of th ese buildings by the Building Inspector 
of the City of Quincy and the Superintendent of M aintenance of the Authority that it was 
recommended that they be demolished as they apparently w ere unfit fo r occupancy. Con­
sequently, demolition con tracts  w ere awarded on D ecem ber 1, 1952 and February 24, 
1953, and on July 31, 1953 a ll of the units had been demolished. The Quincy Housing 
Authority received $ 4 ,1 3 6 . 31 from  the demolition of 108 units and $7 5 0 .0 0  from  the 
demolition of 36 units.
The surplus from  the operations of th is p ro ject for the y ear ending D ecem ber 31,
1952 totaling $12, 913. 62 was rem itted to the City of Quincy in January 1953.
Chapter 372 -  Subsidy: The annual subsidy from the Commonwealth is  paid on the 
basis of 10% of the total development co st of $ 4 0 6 ,7 7 7 . 60. This subsidy is  paid for a 
period of 5 y e a rs . To date of audit the maximum possible subsidy of 10% of the total 
costs was paid in five annual 2% payments in the aggregate amount of $40, 677. 76, to the 
City of Quincy.
Chapter 372 - Surplus from  O perations: The surplus from  operations of th is p ro ject 
for the f isca l year ending D ecem ber 31 , 1952 totaling $ 1 3 ,7 4 1 .0 4  was rem itted  to the 
City of Quincy in January 1953.
Chapter 200-1 -  Suits Pending: Attention is  d irected  to the fac t that th ere  w ere 
three law suits pending which involve this Authority, as follow s:
1. A dispute over amount of f i l l  brought to p ro ject.
2. A dispute as to who is  to rece iv e  payment.
3. A public liab ility  claim .
Chapter 200-1 -  Perm anent Financing: The books of the Authority, a fte r  taking into 
consideration the Commonwealth contribution of $ 1 0 6 ,2 5 0 .0 0 , re flected  a surplus of 
$55, 500. 31 fo r the f ir s t  f is c a l year under perm anent financing. This surplus was d is tr i­
buted as follows:
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T ra n sfer to Reduction of Annual 
Contribution R eserve
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$ 5 5 ,5 0 0 .3 1
This Authority received  a subsidy of $ 5 0 ,749 . 69 for the second fis c a l  year under 
perm anent financing, which represented  the maximum subsidy of 2 1/2% of the certified 
development co sts  le s s  an amount reserv ed  for subsidy reduction from  the surplus of 
the p rio r year.
It was understood that the surplus a fter the second fisc a l y e a r 's  operations, taking 
Into consid eration  the Commonwealth's annual contribution, would be $36, 533.93.
Chapter 200-1  -  D epreciation R eserv e : It was noted that this Authority still main­
ta in s a D epreciation  R eserv e even though the Accounting Manual issued by the State 
Housing Board does not suggest that such an account be carried .
Chapter 200-1  -  Com prehensive Public Liability : It was noted that prior to July 27, 
1953, the co st of th is insurance was $ .7 6  per unit, and since that date the cost has been’ 
$2. 81. T h is in crea se  in co st was a d irect result of an action by the State Housing Board.
CH ELSEA HOUSING AUTHORITY REPORT NO. 54-H -ll
Revolving Fund
Advances from  P ro je c ts : The Revolving Fund which totaled $ 4 ,0 0 0 .0 0  was main­
tained by advances from  the th ree State and the two Federal p ro jects. The balances were 
a ll v erified .
In checking the expenditures it was noted that a great deal of additional work was 
done becau se the fund was not of sufficient size . In this connection it was noted that the 
average monthly expenditures were in excess of the advances which necessitated reim ­
b u rsem en ts. This involved an alysis, to the point of reim bursem ent, of all entries to the 
various accounts, e tc . In addition, because of the method used, the distributions were 
seldom  made at the c lo se  of a month with the result that the monthly expenditures had no 
relation  to the reim bursem ents.
It is ,  th erefo re , suggested that the advance be increased and that reimbursements 
be made at the end of each month.
Tem porary Construction P ro jects
Unoccupied Units: It was noted that there were 30 unoccupied units as of the date of 
audit which, it is  understood, will be demolished. These unoccupied units have created 
somewhat of a hazard because of the number of children living in the project. It was 
learned that the City of C helsea has been requested to proceed with demolition, but to 
date no action had been taken. As a m atter of information, it is noted that the units have 
been awaiting demolition fo r the past sev era l months.
Potential Incom e: It was noted that an in correct basis  for the computation of 
potential incom e was being used. When units a re  finally vacated, the potential income is 
not reduced but the reduction is reflected  through the Vacancy Loss account. While the 
net resu lt is  the sam e, distorted amounts a re  shown. In this connection it was noted 
that the Dwelling Income was reflected  as being $2, 632 .00  for each of the eight months 
p rio r  to the audit date, although the actual amount averaged approximately $2 ,200.00 . 
The vacancy lo ss  averaged approxim ately $432 .00  each month although it actually shou 
be substantially  le s s  to include only item s where tenants had vacated before the end o 
the month a fte r  the figu res had been computed.
Accounts P ayable: It was noted that the Balance Sheet -  Tem porary P ro jects  in­
cludes an account payable to the Revolving Fund in the amount of $99. 87, yet the amount 
appearing as an Account R eceivable on the Revolving Fund Balance Sheet was $93.87. In 
th is connection it was noted that an insurance refund in the amount of $6 .00  had been in­
c o rre c t ly  handled. This amount should be adjusted as soon as possible.
Tem porary Construction P ro je c ts  -  Appropriated Fund: As noted in previous audit 
rep orts this fund re p resen ts the balance of money originally given by the City of Chelsea 
fo r p re lim in ary expenses. The balance of this account at the date of this audit was 
$5 , 480. 67. This amount represented an in crease  of the amount reported in the prior 
audit report of $1, 350. 00, and was the resu lt of canceling a check which had been issued 
on Septem ber 14, 1951, but which was not released  due to the question of legality . This 
item, was finally paid through funds provided by Fed eral p ro jects .
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P ro je c ts  200-1  and 200-2  -  P erm anent Financing: As of O ctober 1, 1952, P ro je c ts  
200-1 and 20 0 -2 , which previously had been set up as sep arate p ro jec ts , w ere conso li­
dated fo r purposes of financing. Bonds w ere issued on the b a sis  of th eir  combined devel­
opment costs  a fter adjustm ents of cred its  from the Initial Operating P eriod . The pur­
pose of this consolidation was to reduce the average unit cost inasmuch as the co sts  of 
P ro ject 200-1 w ere excessiv ely  high and it was anticipated the m aintenance co sts  would 
also be high because of poor construction, e tc . Through this consolidation the rent 
charges will be accordingly averaged to the advantage of the tenants of P ro je c t 20 0 -1 .
Development C osts -  P ro je c ts  200-1  and 2 0 0 -2 : Separate led ger accounts had been 
maintained for each of these p ro jects  fo r development c o s ts . However, the subaccounts 
had not been posted to the corresponding control accounts sin ce D ecem ber 1950. This 
m atter was discussed with the accountant who handles the reco rd s of the Authority and he 
stated the postings in the record s would be entered to include a ll development co sts .
Annual V erification of Tenants' Income -  P ro je c ts  200-1  and 2 0 0 -2 : It was noted 
that the prescribed  annual verification  of tenants' incom es had been made in D ecem ber 
1952 and that rents were changed to the adjusted incom e amounts. In June 1953, although 
a thorough verification  was not made, se v era l incom e in cre a se s  w ere noted and the rents 
were again adjusted. The la tter adjustm ents included a re tro activ e  feature whereby 
charges were made for in creases  in rent to the established date of the incom e in cre a se , 
which in some instances was th ree and four months. T hese charges created  a great deal 
of controversy and it was decided to obtain authority from  the State Housing Board to 
eliminate subsequent re troactiv e charges and change the rents only as of the dates of the 
prescribed annual incom e determ inations.
Collection L o sses : It was noted that accounts rece iv ab le  due from  vacated tenants 
totaling $538.40 had been charged-off during the audit period and was charged to Account 
4730 -  Collection L osses which is  an expense account. This charge should have been 
made to the Operating R eserve which is  established fo r such purposes. It is  suggested 
that the n ecessary adjustment be made.
Insurance: The usual verification  of insurance coverage was made and found to be 
in order for the period of the audit. However, during the cou rse of the audit a d irectiv e 
from the State Housing Board was received covering the Com prehensive Public Liability  
insurance; the directive stated that effective July 27, 1953 a new policy would be in effect 
and the policies previously covering this insurance would be canceled . The an aly sis of 
the charges for the new insurance, which included the sam e coverage as the orig in al
policy, indicated the following:
Insurance in
P roject 200-1 Effect July 27,
Rate
P e r  Y ear 
P e r  Unit New P olicy
Rate
P e r  Y ear 
P e r  Unit
70 Units* To Mature A pril 1953 $ .757 Ju ly 27 , 1954 $ 1 1 .5 9
P ro ject 200-2
128 Units
32 Units 
48 Units 
^8 Units
To Mature A pril 1954 
To Mature June 1954 
To Mature July 1954 .7 5 7 Ju ly 27, 1954 5 .9 8
* vVhile this policy had actually matured, 
Policy” plan.
the insurance was covered on a "B lan ket
It will be noted that although the insurance for P ro je ct 200 -2  had p ractica lly  a com - 
plete year to run, for the m ajority  of the units, it was canceled and replaced with a policy 
at a cost g rea te r by 8 tim es.
It w ill also  be noted that the new policy covering P ro je c t 200-1  was 15 tim es the co st 
of the previous policy.
A protest was reg istered  by this Authority in th is resp ect. The following is  a copy 
of the d irective from  the State Housing Board together with the copy of the le tte r  from 
this Authority questioning the re ferred  to action:
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COPY
THE COMMONWEALTH OF MASSACHUSETTS 
STA TE HOUSING BOARD 
90 TREM ONT S T R E E T , BOSTON 8
Septem ber 1, 1953
TO : A ll Housing A uthorities
FROM : D aniel T y ler, J r . ,  Chairm an
S U B JE C T : Insurance -  B lanket Com prehensive Public Liability
E ffectiv e  Ju ly 27, 1953 the Aetna Casualty and Surety Company is  the Underwriter for 
the above-captioned coverage replacing a s im ila r  policy which term inated on that date.
The p resen t policy in the in terest of economy is  w ritten on a Retrospective Rating Plan. 
T his plan o p erates in such a m anner that ra te s  a re  determined on the actual loss exper­
ien ce  based  on a one y ear period of coverage. In other words, during a year in which 
cla im  lo ss  is  high, prem ium  c o sts  w ill be com m ensurately high. In a year during which 
lo ss  exp erien ce is  good, such exp erien ce w ill be reflected  in a lower premium cost.
Within the com ing month each Authority w ill receiv e C ertificates issued by the Under­
w rite r  evidencing coverage fo r a ll units. At the sam e tim e the General Agent for this 
b u sin ess , B o it, Dalton and Church, 89 Broad Stree t, Boston, will b ill each Authority for 
cov erag e fo r  a one y ear period commencing July 27, 1953. During the same period this 
o ff ice  w ill issu e  Standard Approval Form s (#93) authorizing payment of the premium 
co st. C harges as billed  w ill be su b ject to adjustment at the close of the insurable year. 
Adjustm ent w ill be in the form  of an additional premium charge or credit depending upon 
the lo ss  exp erien ce during the cu rren t insurable year as set forth above.
In view of the foregoing and with the purpose of keeping premium cost down to the abso­
lute m inim um , all Housing Authority Personnel a re  earnestly requested to do all possi­
b le  at a ll tim es to elim inate at once any and all conditions throughout Authority Proper­
tie s  which could resu lt in injury with resulting cla im s.
Insuran ce c o sts  for a ll phases of coverage have been on the upward trend for some time 
and the cu rren t indication is  that they will so continue. As is the case in any Authority 
exp ense, risin g  co sts  of various serv ices  a re  of necessity  reflected in tenants' rents 
and in view of th is , it becom es the duty of all interested parties to do everything possible 
to e lim inate  any existing hazard observed anywhere on Authority P rem ises.
In the event you would like to d iscuss any phase of the foregoing, kindly contact Mr. 
O 'R ourke of th is o ffice .
COPY
CHELSEA HOUSING AUTHORITY 
54 LOCKE S T R E E T , CHELSEA 50, MASS.
Septem ber 16, 1953
M r. Daniel T y ler, J r . ,  Chairman 
State Housing Board 
90 Trem ont Street 
Boston 8, M assachusetts
D ear S ir :
Att: M r. Joseph F. O’ Rourke 
Insurance Section
R eferen ce
"Insurance
is made to your memorandum dated Septem ber 
, Blanket Comprehensive Public Liability .
1, 1953 on the subject of
P le ase  be advised that we have received a C ertificate  of Insurance from the Aetna
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Casualty and Surety Company and an invoice from  B o it, Dalton and Church covering the 
70 units in our State Aided P ro je c t , C h elsea 2 00 -1  for a period of one (1) year beginning 
July 27, 1953 with a premium due in the amount of $811. 64.
We have also received  a C ertifica te  of Insurance and an invoice from  the sam e com panies 
covering the 128 units in our State Aided P ro je c t , C h elsea 200-2  for the sam e period with 
a premium due in the amount of $ 7 6 5 .7 2 .
That we fa il to understand these b illin gs is  a m ild understatem ent.
In the case of our C helsea 200-1  p ro jec t, for a th ree (3) year coverage with the sam e 
lim its , our cost was $158. 90 or a yearly  co st of slightly under $ 5 3 .0 0  and when th is is  
compared with the prem ium  due, it would appear that the cost is  to be approxim ately 15 
tim es the amount previously paid.
In the case  of our C h elsea 200-2  p ro jec t, for a th ree (3) year coverage with the sam e 
lim its , our co st was $290. 56 or a yearly co st of slightly under $97. 00 and when th is is  
compared with the premium due it would appear that the cost is  to be approxim ately 8 
tim es the amount previously paid.
We further noted that our Liability  coverage at the ra te  of $97. 00 a year was due to e x ­
pire in the following m anner:
32 units in A pril 1954 
48 units in June 1954 
48 units in July 1954
Ju st how we can reco n cile  and/or ju stify  the cancellation  of this coverage at approxim ately 
$97. 00 a year and rep lace it with s im ila r  coverage at a cost of $765. 72 , is  beyond us.
While we can appreciate the fact that insurance co sts  have gone up, we can 't believe that 
our costs  should go up 8 and 15 tim es the previous co sts .
P lease be assu red  that we understand the R etrosp ectiv e Rating P lan, but unless the ad­
justm ent is  made on an individual Authority b a s is , ra th er than on a State wide b a s is , we 
feel that our Authority w ill be unjustly penalized in that it w ill be required to pay for 
those A uthorities, whose cla im  lo sse s  w ill be high.
Therefore, please be advised that it is  our intention to hold up payment of these prem ium s 
until such tim e as the above m atters a re  sa tisfa cto rily  c la rified .
We shall s in ce re ly  appreciate it if you w ill give this m atter your e a r lie s t  possible attention.
V ery truly yours,
Anthony F . Navoy
AFN:mb Executive D irecto r
The aforem entioned, of cou rse, includes only Com prehensive Public Liability  in ­
surance. No billin gs had as yet been made for the F ire  and W orkingm en's Compensation 
Insurance.
It was fu rther noted in th is connection that the com parable insurance coverage for the 
Federal p ro jects  in this City averaged $ 3 .3 5  per unit, le s s  than one half of the combined 
charges for P ro je c ts  200-1  and 200-2  which averaged $ 7 .9 7  per unit on the consolidated 
b asis.
Tenants' Security  D eposits: It was noted that th is account re flected  an e x ce ss  cred it 
of $20. 00. In this connection it was noted in two in stan ces that refunds had not been given 
to tenants who had vacated in O ctober 1952. These deposits should have been applied to 
the expense account R ep a irs , M aintenance and R eplacem ents to cover re p a irs  n ecessary  
which were chargeable to the p articu lar tenants concerned. This m atter was brought to 
the attention of the Authority's accountant and the n ecessary  adjustm ents w ere effected 
while the current audit was in p rog ress .
Commonwealth Subsidy: The final subsidy payment by the Commonwealth was r e ­
ceived by the F is c a l  Agent of this Authority on August 21, 1953 and accordingly did not 
appear on the reco rd s as of the date of audit. However, the fu ll subsidy was distributed
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on the accru a l b asis  to re fle c t the true condition fo r the period of this audit.
A rch itec t's  F e e s : The previous audit rep ort indicated that amount of fe es  as sub­
m itted by the arch itec t w ere $6, 541. 21 in ex ce ss  of the fe e s  approved by the State Hous­
ing Board. In th is connection it was noted that the arch itec t had begun a legal action for 
$3, 660. 53 in th is m atter. A fter a countersuit had been initiated by the Authority, an 
agreem ent was reached o u t-o f-co u rt and the m atter was finally  settled  by payment to the 
arch itec t of $ 2 ,0 0 0 .0 0 .
Accounts P ayable: It was noted that the Accounts Payable -  Development indicated 
a balance of $ 4 3 ,4 7 8 . 20. T his amount would appear to be g ro ssly  in ex cess of the re ­
quired amount as the outstanding obligations of record  w ere indicated as $12 789 .00  for 
c o rre c tiv e  work and a pending litigation  of $ 1 4 ,0 0 0 .0 0 , a total of le ss  than $27 ,000 .00
It is  suggested that the ex ce ss  be used as a reduction of the Commonwealth's Con­
tribution by cred iting it to the Surplus Account.
Inspection of P ro je c t : A visu al inspection of the sev era l p ro jects  and their re ­
sp ectiv e a re a s  indicated that many of the d efects noted in the previous audit report have 
been considered by the Authority and certa in  steps have been taken to adjust the condi­
tions noted at that tim e. It was noted in th is  connection that a contract has been awarded 
m the amount of $ 1 2 ,7 8 9 . 00 to make the n ecessa ry  re p a irs , etc. This contract includes 
e x te r io r  work only. The inside w ork, it is  understood, w ill be handled bv the mainte 
nance men.
. T !1®r ® ,^r e ’ how ever. stl11 a few item s requiring correction  and attention which in­
clude the following:
1. Oil fuel pipes protrude 5 to 6 inches above the ground and are  a
con sid erab le  distance from  the buildings. These pipes are in 
a re a s  which get a great deal of foot tra ffic  and as a safety 
m easu re , step s should be taken to re locate  them.
2 . The 'b lacktop" is  cracked  and slanted in sev era l p laces. It is 
understood that th is condition will be corrected  in the spring of
3. While the condition of the storage room s had been corrected  by 
erectin g  s ta lls ,  they w ere s t il l  very poorly lighted. It was ex­
plained that the tenants always took light bulbs from the storage 
room s.
C on tract Award -  P ro je c t  2 0 0 -3 : In checking the bids for construction contracts on 
th is  p ro jec t it was noted that the award had not been made to the lowest bidder, but was 
given to the second low est bidder in the amount of $ 1 ,3 2 8 ,1 1 2 .0 0  or $29 ,2 9 0 .0 0  more 
than the low est bid. It was explained that the lowest bidder had been the contractor on 
P ro je c t  2 00 -1  who had not completed h is work to the satisfaction  of the Authority and the 
m em b ers w ere relu ctant to again award a contract to that firm . The State Housing Board 
approved the award to the second lowest bidder a fter the reasons therefor had been ex­
plained in d etail by the lo ca l authority by correspondence.
G en eral: It was noted that tim e record s were not being maintained for the office 
p ersonn el. F o r the m aintenance men, however, a daily work sheet showing the distribu­
tion of tim e is  m aintained.
SO M ER V ILLE HOUSING AUTHORITY REPO RT NO. 54-H-12
D isch arg e of Executive D irecto r -  G eneral: It is  noted that the Executive D irector 
of th is Authority was discharged as of Septem ber 1, 1953. In this connection it was 
noted that a five year contract fo r his serv ices  was in effect which did not expire until 
A pril 1956. This contract, however, had been disapproved by the State Housing Board.
It is  understood that this form er executive director has brought a lawsuit against the 
Authority on this contract.
Robbery L oss -  G eneral: It was noted that on February 2, 1953, the Authority's 
o ffice  at 30 M em orial Road, Som erville, was burglarized. At that tim e all the cash on 
hand was taken, but checks on hand were left. It is understood that the total lo ss  suf­
fered  involved the following:
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P ro je c t 200-1  - Rents 
P ro je ct 200-2  -  Rents 
Key Fund
Petty Cash - P ro je c t 200-1
$ 1 ,5 9 9  67 
1 ,2 6 6  50
10 00 
50 00
$ 2 ,9 2 6  17
This apparent loss was computed by listing  a ll the rent rece ip ts issued subsequent to the 
last prior deposit to the tim e of the robbery and reducing it by the amount of checks not 
taken. This loss was covered by insurance and reim bursem ent in the amount indicated 
was subsequently received .
It was noted that one of the robbers was apprehended and was found guilty of the
Tenants' Secu rity  D eposits -  G en eral: On the date of audit the balances in Tenants' 
Security Deposit accounts totaled $4, 510. 00. It was noted that th ese funds a re  deposited 
together with the regu lar A dm inistration Fund checking accounts. Inasmuch as th is fund 
is not very active , it is  suggested that the possib ility  be explored of depositing these 
funds in a savings account in ord er to earn in terest.
In fu rth er connection with th ese deposit accounts the following w ere noted:
1. T h ree tenants w ere tra n s ferred  from  P ro je c t 200-1  to P ro je c t 20 0 -2 , 
yet th eir  Secu rity  D eposits in the amount of $3 0 .0 0  rem ain in 
P ro je c t 20 0 -1 .
2. Five Secu rity  D eposits totaling $ 5 0 .0 0 , belonging to vacating tenants, 
have been held by the Authority because of the poor condition of 
th eir resp ectiv e vacated apartm en ts. These deposits, however, had 
not been tra n s ferred  to the proper accounts.
3. Three Secu rity  D eposits totaling $ 3 0 .0 0  a re  being held against o v e r­
due rent totaling $693. 50, owed by vacating tenants. T hese deposits, 
however, a re  s t il l  held in the Deposit Account.
It is , th erefo re , recommended that the n ecessary  tra n s fe r  adjustm ents be made 
from the Deposit Account.
Condition of F ile s  -  G en eral: It was noted that correspondence and documents for 
the period p rior to the employment of the p resen t o ffice  personnel could not be located 
because it had not been filed  properly, o r was in the hands of attorneys representing the 
Authority. Much of th is correspondence was noted to have been piled in the office  vault 
in no ord er.
It is  recommended that the Authority review  a ll its  re co rd s, correspondence and 
documents and properly c la ss ify  and file  it . It is  a lso  suggested that any reco rd s of the 
Authority not in its  o ffices be properly accounted fo r and it should be seen that they are  
returned promptly when no longer needed.
Overtim e Pay Roll - G en eral: During the cu rren t audit period a total of $ 2 ,0 6 9 .3 3  
was expended for overtim e s a la r ie s .  The only authorization, however, fo r such expend­
itures evidenced by the m inutes of the Board M eetings was fo r such se r v ic e s  in connec­
tion with the moving of the cen tra l o ffice  fo r which the amount of overtim e sa la r ie s  was 
$306.88 .
It is  suggested that steps be taken to control through the m inutes overtim e s a la r ie s  
and wages paid.
Endorsem ents on Pay Roll Checks -  G en eral: It was noted in sev era l ca se s  that 
pay ro ll checks had been endorsed by persons oth er than the payees. On checking, it 
was learned that occasion ally  em ployees of the Authority cashed checks fo r fellow em ­
ployees. This p ractice  is  not proper inasmuch as the canceled  check does not b e a r  the 
payee's signature as evidence of payment. It is , th erefo re , suggested that a ll em ployees 
personally endorse th eir checks.
Allocation of Cost of Adm inistration Building - G en eral: It was noted that the fo l­
lowing allocation of the cost of the A dm inistration Building was made by the Authority:
crim e.
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P a y m e n ts  M ad e to  C o n tra c to r
P ro je c t 200-1  -  216 Units $ 30 ,268  05
P ro je c t  2 00 -2  -  240 Units 2 4 ,2 7 9  71
$54 ,547  76
It was understood that the b a sis  fo r th is distribution was supposed to have been 
made on the re la tiv e number of units in the two p ro jec ts . This was obviously, however 
not so computed. It is  suggested that appropriate adjustm ents be made to co rre ct this 
co st d istribution .
It is  fu rth er suggested that possibly the Fed eral p ro ject now under construction 
should be consid ered  in the final establishm ent of this distribution.
Hiring of City Em ployee - G en eral: It was noted that a full tim e employee of the 
City of Som erv ille  was engaged as a tenant se le c to r  by the Authority without a waiver 
having been obtained. The Housing Authority law sp ecifically  states that a city employee 
m ay be employed by a Housing Authority only a fter such a waiver has been obtained from 
the State Housing Board. It was noted that a request for one was submitted to the State 
Housing Board fo r approval while the audit was in prog ress.
V is it to P ro je c ts  -  G en eral: A v is it was made to the project sites in connection 
with th is audit fo r  the purpose of inspection of the building exteriors and the projects 
a re a s . It was noted that the a re a s  w ere extrem ely dirty and buildings were disfigured 
with chalk and crayon m ark s. It is  recommended that steps be taken to co rrect the ap­
p earan ce of the buildings and grounds.
P ublic L iab ility  Insurance -  G eneral: It was noted that public liability insurance 
p o licie s  w ere canceled  as of July 27, 1953 by direction of the State Housing Board and 
new p o licies w ere subsequently issued. The com parison of rates is shown as follows:
Old Prem ium  per Y ear New Premium per Year
P ro je c t  200-1  $163 44 $ 737 45
P ro je c t  2 00 -2  181 60 1,086 08
Accounts Payable, Development -  P ro je c t 20 0 -1 : P rio r  to going into Permanent 
Financing th ere was established  estim ated liab ilities  pertaining to the Development Costs 
totaling $40, 080. 45 . On the current audit date, which is m ore than one year since that 
tim e , th ere s t il l  rem ains an account payable balance on the records of $23 ,490 .63 . An 
an a ly sis  of the orig in al estim ates together with current balances follow:
Balance July 1, 1952 Balance July 31, 1953
Fu rniture
B ronze Plaques
A dm inistration Building
A rch ite c t 's  F ees
Bond C osts
Hot Top
Shades
Paint
Fen ces
Light Bulbs
A sbestos Covers
Ranges
Loam
Seed
G lass
Hose
Play Pit
Sump Pump
Roto Rooter
T otals
$ 716 40
450 00 
17 ,414 05 
1,300 00 
4 ,400  00 
7 ,2 0 0  00 
100 00 
500 00 
4, 000 00 
200 00 
1 ,600  00 
100 00 
800 00 
225 00 
100 00 
250 00 
500 00 
50 00 
175 00 
$40 ,080  45
$ 177 75
7,036  30 
464 35 
12 23 
7,200 00 
100 00 
500 00 
4 ,000  00 
200 00 
1, 600 00 
100 00 
800 00 
225 00 
100 00 
250 00 
500 00 
50 00 
175 00 
$23 ,4 9 0  63
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In connection with the foregoing, it was noted that the following item s apparently 
included in the foregoing w ere charged to cu rren t operating exp enses:
Light Bulbs $201 25
Paint 472 50
It is  difficult to understand why no action has yet been taken to purchase item s which 
were estim ated as n ecessary  p rior to Ju ly 1, 1952. It is  suggested that steps be taken 
to adjust these accounts payable. Any amounts not now n ecessary  should be adjusted so 
that any balance may be applied to reduce possib le future Commonwealth subsidy co n tri­
butions.
P urchase of Land by Fed eral P ro je c t -  P ro je c t 2 0 0 -2 : It was noted that a certain  
parcel of land owned by P ro je c t 200-2  was acquired by purchase by the Fed eral G overn­
ment as it was n ecessary  in connection with the construction  of a F ed era lly  controlled 
pro ject. T itle  to this land was passed in January 1953. N ecessary  approvals w ere ob­
tained and a selling  p rice  of $ 2 6 ,0 0 0 .0 0  was established . To date, however, th is land 
has not been paid fo r to P ro je c t 2 0 0 -2 , although it is  understood that the required funds 
are available for payment. It is  recom m ended that step s be taken to c o lle c t th is amount 
forthwith.
Lock-Out Man - P ro je c t 2 0 0 -2 : It was noted that a tenant living in P ro je c t 200-1 
had been designated to serv e  as a so -ca lle d  "door op en er" fo r locked out tenants in P r o j­
ect 200-2 at a sa la ry  of $ 5 0 .0 0  per month. This position, which to s ta te  the least is  a 
m ost unusual one, is  not even provided on the p ro ject where the employee liv es . It is  
suggested that the advice of the State Housing Board be requested in th is m atter.
Fuel Oil Contract - P ro je c t 2 0 0 -2 : It was noted that a fuel o il contract fo r P ro je c t 
200-2 had been awarded to the second lowest bidder. In th is connection the m inutes of 
the Board m eetings indicated that this award had been so made because the su ccessfu l 
bidder had rendered excellen t se rv ic e  to the Authority over the past four y e a rs . The 
variance between the bid of the low est bidder and that of the concern which obtained the 
contract was $ .0 1 6  per b a rre l o r a to tal d ifference of $ 104 .77  on the estim ated  quantity 
of oil used.
A rch itect's  F e es  -  P ro je c t 2 0 0 -2 : It was noted that the arch itec t fo r th is p ro ject 
had been paid a b asic  fee of $ 1 0 7 ,4 3 4 .1 3  in connection with the construction of th is p ro j­
ect. In addition he subm itted an invoice fo r e s tra  se rv ic e s  in the amount of $ 1 0 ,4 9 8 .0 2 . 
This la tter b ill was subm itted to the State Housing Board for approval and in a le tte r  
dated Septem ber 11. 1952, the fo rm e r Chairm an of the State Housing Board stated :
"In resp ect to th ese item s th is o ffice  is  of the opinion that a 
payment of $ 1 ,0 3 9 . 88 appears to be the total amount with 
resp ect to ex tra  se rv ic e s  by the arch itec t which could qualify 
under subparagraph (g) of the a rc h ite c t 's  c o n tra c t ."
Subsequently, however, the Authority resubm itted the item s to the State Housing 
Board in the form of an amendment to the a rc h ite c t 's  con tract and as a re su lt, payment 
of $ 9 ,458 . 14 was authorized. This la tte r  amount rep resen ts the d ifference between 
$ 1 0 ,4 9 8 .0 2 , the amount orig inally  requested, and the amount of $ 1 ,0 3 9 . 88 which was ap­
proved originally by the form er Chairm an of the State Housing Board . It was also  noted 
in this connection that this payment had been made by the Authority before  such payment 
was actually approved by the State Housing Board.
Acting C lerk of the Works -  P ro je c t 2 0 0 -2 : It was noted that an em ployee had been 
paid $70 .00  per week as Acting C lerk  of the Works until A pril 1, 1953, m ore than one 
year a fter the p ro ject completion date. Amounts so paid to him w ere actually charged to 
Development C osts. It is  learned that this individual actually  functioned as the m ainte­
nance forem an a fter the completion of the p ro ject.
It is , th erefo re , suggested that amounts paid to him subsequent to the completion 
date of the p ro ject be tran sferred  to A dm inistrative C osts.
Allowance fo r Installation of E le c tr ic  Ranges -  P ro je c t 2 0 0 -2 : Several previous 
audit reports have commented on the fact that an allowance of $ 4 0 .0 0  per unit had been 
granted by the local e le c tr ic  utility company toward the installation  of e le c tr ic  ranges. 
Becau se of this an item totaling $9, 600. 00 is being contested becau se the e le c tr ica l
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co n tracto r who installed  the equipment contends th is allow ance is  due him rather than to 
the Authority. It is  suggested that effectiv e steps be taken to adjudicate this m atter.
Chapter 372: Under provisions of Chapter 372 of the Acts of 1946, as amended, 
th ese units should be available fo r sa le  during the cu rren t year. It is  understood that 
the Authority has notified those tenants living in th is p ro ject of th is possibility . It is 
understood that th is Authority has requested the a ssista n ce  of the State Housing Board 
with regard  to the n ecessary  proced ures to be followed and also has requested advice as 
to the methods of determ ining sellin g  p rices  of the resp ectiv e units.
Construction of P ro je c t  2 0 0 -2 : P rev iou s audit rep orts have commented in detail on 
the many d efects  in the constru ction  of this p ro ject. It was learned that during the period 
covered  by th is audit se v e ra l con feren ces have been held between the Authority and the 
co n tra c to r regarding the various item s in question. In th is connection it was learned that 
the co n tracto r agreed to take c a re  of the d efects in construction.
The Chairm an of the Authority, however, declined to comment on the status of these 
d efects  and indicated that the Authority had turned this m atter over to the State Housing 
Board  fo r th e ir  consid eration  and recom m endation. The balance of the contract retention 
account fo r th is co n tract on Ju ly 31 , 1953 totaled $ 1 4 8 ,1 8 7 .6 1 . During the audit period 
the following amounts w ere re leased  to the general contractor:
Change O rd ers Nos. 39 , 40 and 41 
C on tract R etentions:
To Su b -co n tracto r
U. S. Internal Revenue Levy fo r Taxes 
To G en eral C on tractor
W O RCESTER HOUSING AUTHORITY
$ 17,719 80
50,641 24 
6 ,836  06 
32 ,375  01 
$107,572 11
REPORT NO. 54-H-13
Tem porary Construction P ro jects
Surplus: At the end of the 1952 year, the record s of this project indicated a surplus 
balan ce of $ 1 0 ,0 5 3 . 38. This amount has not yet been transferred  to the City of W orces­
te r .  It was learned that inasmuch as this pro ject is ready to be closed out, all of the ac­
cum ulated surplus w ill be tran sferred  to the City of W orcester at that tim e.
T enants' Accounts R eceivable: The balance of the Tenants' Accounts Receivable ac­
count on Ju ly  31 , 1953 was $300. 28, which was the amount due from form er tenants. It 
is  suggested that steps be taken to e ither co llect or dispose of these item s.
P ro je c t 200-1
Commonwealth Contribution: It is  anticipated that the contribution for the third year 
under perm anent financing w ill be $ 4 8 ,0 3 2 .0 1 , computed as follows:
2 1/2% of the Development Cost $68, 000 00
L e ss :
P r io r  Y e a r 's  Surplus Reserved for 
Contribution Reduction 19,967 99
$48,032 01
This amount w ill probably be paid to the Authority's fisca l agent, the National Shaw- 
mut Bank of Boston, on o r about Septem ber 15, 1953.
Development Fund -  Outstanding Check: The previous audit report commented that 
a check issued in O ctober 1951 fo r $ 500 .00  was s t ill  outstanding at that tim e and that it 
was being held by the attorney of the Authority because of a pending law suit. There is no 
change to date in this situation and it is  recommended that this check be canceled and that 
a new check be issued when it becom es n ecessary .
Tenants' Accounts R eceivable: It was noted that the balance in the Tenants' Accounts 
R eceivable account was $436. 30 on July 31, 1953, of which $ 245 .30  was due from vacated 
tenants. Steps should be taken forthwith to either co llect o r charge off the item s which 
com p rise  the la tter item .
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P ro je c t 200-2
Commonwealth Contribution: The contribution for the f ir s t  y ear of operations un­
der permanent financing was $ 1 1 4 ,1 0 0 .0 0  and was computed as follow s:
2 1/2% of Development C osts $ 1 14 ,100  00
Of this total contribution due, $28, 52 5 .0 0  was received on M arch 31, 1953 and the 
remainder of $85, 575. 00 on August 31, 1953.
These amounts w ere paid to the M erchants National Bank of Boston, the f isc a l agent 
of the W orcester Housing Authority.
C ertifica te  of Completion -  P a rt H: It was noted that th is ce r tifica te  has not yet 
been executed for this p ro ject, because of legal litigation which has developed between a 
sub-con tractor and the gen era l co n tracto r.
Tenants’ Accounts R eceivable: The balances in the Tenants’ Accounts Receivable 
account totaled $545. 50 on July 31, 1953, and is  a ll owed by fo rm e r tenants. Steps 
should be taken to enforce co llection  of such amounts.
Rental Incom e L o ss -  Insuran ce: The rental incom e lo ss  due to recent tornado is 
based on the rent ro ll p rio r to the destruction of the p ro ject and w ill be so prorated until 
the pro ject is  again com pletely occupied. The A ccrued Accounts R eceivable -  a /c  Rental 
Loss as of July 31 , 1953 was $26, 666. 75.
C urtis Apartm ents - P ro je c t 200-2  -  Equipment, O ffice Fu rniture and F ix tu re s , 
Tools, e t c . : An effort was made to estab lish  an inventory of equipment, o ffice  furniture 
and fixtu res, tools, e t c . , based on the p rio r audit's inventory and supplemented by ex­
penditures fo r such item s p rio r to the tornado. It was noted, however, that p ractica lly  
all of the item s so listed  w ere e ith er destroyed o r damaged. This was brought to the 
attention of the Executive D irec to r  and it was understood that step s w ill be taken to r e ­
cover th eir cost from  the insurance company.
D isaster Fund -  P ro je c t 2 0 0 -2 : As a resu lt of the tornado which stru ck  W o rcester 
on June 9, 1953, damages estim ated between $ 5 ,0 0 0 ,0 0 0 .0 0  and $ 6 ,0 0 0 ,0 0 0 .0 0  was 
caused to this Authority’ s G reat Brook V alley Avenue Development, which com prised 
600 units of the Fed erally  aided p ro ject and 390 units of the State aided p ro ject.
On the day following the tornado a sp ecia l m eeting of the Authority was held. The 
minutes of this m eeting indicated that it was the consensus of opinion that becau se of the 
great amount of damage to private property as well as to the p ro je c ts , local co n tracto rs 
would be heavily taxed to m eet the requ irem ents of private property ow ners, th erefore  
they probably would not be in a position to undertake the recon struction  of the p ro jec ts . 
Consequently it was voted:
"T h at, with the approval of the Chairm an of the State Housing 
Board (the assu ran ce of both the Chairm an of the State Housing Board 
and the Public Works C om m issioner of the Commonwealth exp ressin g 
the G overnor's approval pursuant to the proclam ation of the em ergency 
caused by the tornado) the Authority authorize and d irect the orig in al 
con tractors, P latt Contracting Co. Inc. and B . P erin i & Sons, Inc. to 
do the protective, restoration  and reconstruction  work n ecessa ry  to 
resto re  the p ro ject to its  orig in al sta tu s. Compensation to such con­
tra cto rs  to be on an actual cost plus 5% b a s is , agreed to be the above 
con tractors, who w ere both represented  at the m eeting. "
It was fu rther agreed to pay the A rch itect 1 1/2% of a ll co sts  as his fee.
The G eneral Court enacted em ergency legislation  and appropriated $ 5 ,0 0 0 ,0 0 0 .0 0  to 
aid this area . This legislation  -  Chapter 651 of the A cts of 1953 -  becam e effectiv e on 
July 2, 1953.
The reconstruction of this p ro ject has continued sa tis fa cto rily  and re-occu pancy 
began on August 1, 1953. P r io r  to the completion of th is audit on November 15, 1953,
355 units had already been re-occu pied . During th is period the p ro ject had been vacated 
of all its tenants, and they w ere in m ost c a s e s , housed in tr a i le r s  which cam e from  so - 
called " t ra ile r  pools" throughout the area .
The Authority engaged R. L. Whipple Co. of W o rcester to rem ove a ll the debris 
from the s ite  at Lincolnwood and also to insta ll fa c ilit ie s  fo r the tr a i le r s  which w ere to
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be housed on the Lincolnwood s ite . Compensation was based on the actual d irect cost 
fo r  such work plus 7 1/2%  th ereof to cover overhead expenses.
The Authority requested of the City of W orcester that tr a ile rs  be provided as em er­
gency housing fo r tornado d isa ster fa m ilies . It was noted that the rental of the tra ile rs 
was $ 3 5 .0 0  per month including w ater and e le c tr ic ity  for those installed at the Lincoln- 
wood s ite  and $35. 00 per month fo r home s ite s .
The following procedure was followed with resp ect to payments to the different 
co n tra c to rs :
"T h e  co n tracto rs p resent the b ills  to the Construction Advisor, 
who, a fte r  approving them , forw ards them to the Authority, where 
the b ills  a re  vouched and approved by representatives of the insurance 
company, the State Housing Board and the Accountant of the Authority 
before  payment is  made. "
The following rep resen ts a schedule of costs  of rep airs, e t c . , both paid and pro 
posed to November 30, 1953:
C on tractor #1 
C on tractor #2 
A rch itect 
M iscellaneou s 
Site C ontractor
T otal Paym ents November 30, 1953 
R equisitions Payable (As of 
November 30, 1953):
C on tractor #1 $277,416 26
C on tractor #2 49 ,249  20
E stim ates  A rch itect F e es  on 
R equisitions Payable (1 1/2%)
Anticipated C osts to November 30, 1953
$ 946,259 96 
245,070 27 
18,095 00 
8 ,180  08 
12,216 96 
$1 ,229 ,822  27
326,665 46 
$1 ,556 ,487  73
4, 900 00 
$1 ,561,387 73
It is  understood that the foregoing is  completely covered by insurance, and it was 
noted that advances have been received from  insurance companies to November 30, 1953, 
in the aggregate of $ 1 ,3 0 0 ,0 0 0 .0 0 .
By June 15, 1953, the Authority had computed refunds to tenants and payments were 
made as follow s:
Rent Refunds $21, 299 29
Security Deposit Refunds 9, 925 00
$31,224 29
There s t il l  rem ain 30 apartm ents to be reconditioned before full occupancy will be 
achieved.
All of the fo rm er tenants who desired to return to their apartments are now again 
residing th ere. The remaining apartm ents will probably be occupied by new tenants as 
they becom e available. It is  understood that these remaining apartments will be ready 
within two w eeks.
Com prehensive Public Liability Insurance R ates: It was noted that the insurance 
p o licies in effect for this pro ject were canceled by direction of the State Housing Board. 
These p olicies which had been paid for at the rate of $. 756 per unit per year were re ­
placed with other p olicies to cost at the respective ra tes of $ 6 .7 9  for P ro ject 200-1 and 
$ 3 .3 5  for P ro je c t 20 0 -2 , per unit per year.
STOUGHTON HOUSING AUTHORITY REPO RT NO. 54-H-14
Adm inistration Fund -  Canceled Checks: The previous audit report stated that sev­
era l canceled checks could not be located by the Authority. In this connection it was 
again noted that checks numbered 27, 28 and 29, totaling $254 .23  had not been located.
It is  urged that every effort be made to have these checks available fo r examination in 
connection with the next examination.
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Development Fund Paym ents: The previous audit report stated that Management 
expenses of $1, 698. 38 had been erroneously paid from  the Development Fund. It was 
again noted that this situation had not yet been adjusted.
In further connection with Development Fund payments it was also  noted that sev era l 
payments made during the cu rren t audit period which should have been paid by the Admin­
istration Fund to be charged to the operation of the p ro ject w ere erroneously paid from  
the Development Fund and charged to Development Accounts P ayable.
It is  recommended that th ese accounts also  be adjusted.
Tenants' Ledger: It was noted that the d etail tr ia l  balance of the tenants’ ledger 
was not in agreem ent with its  control account in the general led ger. While the audit was 
in progress these accounts which w ere in co rre c t in the amount of $ 2 6 .0 0  w ere adjusted.
Acceptance of the P ro je c t : It was noted that P a rt II of the C ertifica te  of Completion 
had not been processed .
It was also  noted that the general con tract which had been awarded as of May 11,
1950 for the construction of this p ro ject had been term inated by th is Authority as of Janu­
ary 4, 1951 because of an alleged breach  by the co n tracto r and the following reasons w ere 
advanced for th is action:
”..........esp ecially  having failed  to supply enough properly sk illed  work­
men and m ateria l, and failed to m ake prompt payments to the Subcon­
tra c to rs , and p ersisten tly  d isregarded instru ctions of the loca l Author­
ity and A rch itect, and failed  to observe and perform  the provisions of 
the con tract. "
Subsequently the bonding company with the p erm ission  of the local Authority and the 
State Housing Board assigned th is contract to another concern.
As of the date of audit, this contract had not been en tirely  com pleted, and final pay­
ment had not yet been made.
Contract Award and Incompleted C ontracts A ccounts: It was noted that th ese gen­
eral ledger accounts did not re flec t a payment to the con tractor in the amount of 
$10 ,000 .00  o r net change ord ers  totaling $ 1 ,1 9 1 .0 0 . It is  again recom m ended that the 
necessary adjustm ents be effected .
Commonwealth Contribution: It was noted that the State Housing Board d irected  the 
Authority to re serv e  $640. 00 of its  surplus which totaled $4, 980. 99 a fte r  the f i r s t  f is c a l 
year under Perm anent Financing for the purpose of reducing the amount of the Common­
wealth Contribution for its  second fisc a l y e ar. By this arrangem ent the Commonwealth's 
Contribution w ill be reduces to $6, 985. 00. T h ere was also  tra n sferred  to the Operating 
Reserve the sum of $ 3 ,2 0 4 .7 9 , leaving a balance in the surplus account of $ 1 ,1 3 6 .2 0 .
P ro ject Inspection: During the cu rren t audit a visual inspection of the e x te rio r  of 
the dwelling and the p ro ject a re a  was made, and it was noted that the paint on the build­
ings appears to be in poor condition.
Compensation to Authority M em bers: During the period under audit a payment in 
the amount of $127 .00  was made to a m em ber of the Authority, who it is  understood d is ­
tributed it to a ll Authority m em bers in proportionate sh a re s . It is  recommended that a ll 
such future payments be paid individually to m em bers of the Authority. In fu rth er con­
nection with this m atter it was noted that the lo ca l Authority had not received the re ­
quired prior approval of the State Housing Board b efore making th is payment. According 
to the State Housing Board, the compensation to m em bers should be based upon cash  c o l­
lections for rentals and on this b a sis  payment to the Authority m em bers should have been 
$118.00.
Comprehensive Public L iability  Insurance R ates: It was noted that the policy in 
effect for this p ro ject was canceled by d irection  of the State Housing Board. This policy 
which was at the rate of $. 756 per unit per year was replaced with another to co st at the 
rate of $1 .87  per unit per year.
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BROCKTON HOUSING AUTHORITY REPO RT NO. 54-H -16
G eneral
Pay R oll: It was noted that tim e reco rd s a re  not being maintained and since such 
re co rd s should be the b a sis  fo r pay ro ll ch arg es, it is  recommended that they be main­
tained.
P aym en ts: It was noted that payments in lieu ol taxes to the City of Brockton and 
com pensation to the m em bers of the Authority were made without p rior approval of the 
State Housing B oard . It is  suggested that such approval be obtained before future pay­
m ents of th is nature a re  made.
Surplus: It was noted that the operating surplus of $ 7 ,4 2 4 . 54 for this project for 
the 1952 calend ar year was turned over to the City of Brockton. It was further noted that 
the resu lt of operations fo r the f ir s t  eight months of the 1953 calendar year indicated a 
surplus of $5, 588. 21. It is  understood that the entire surplus for the 1953 calendar year 
w ill be turned ov er to the City of Brockton early in 1954.
Sale of Units: It was learned that as of the date of this audit the sale  of these units 
was in the ap p raisal stage and was awaiting final approval of the State Housing Board.
Budget fo r 1952: A com parison of the operating budget with the results of actual 
operations fo r the 1952 f isc a l year could not be made because this budget was not avail­
able. No indication was seen that an operating budget had been prepared and submitted 
to the State Housing Board fo r approval.
Commonwealth Contribution: It was noted that the State Housing Board directed this 
Authority to re se rv e  its  en tire surplus from  the second fisca l year under Permanent 
Financing which ended D ecem ber 31, 1952, for the purpose of reducing the amount of the 
Com m onw ealth's contribution fo r the subsequent year. This surplus which amounted to 
$8, 840. 64 thus reduced the Commonwealth's contribution to $19, 909.36 .
Com prehensive Public L iability  Insurance: By direction of the State Housing Board 
on Ju ly 24 , 1953 insurance coverage which had been written up in 1953 and which would 
have expired in 1956, was canceled on July 27, 1953 and re-w ritten with another company 
to be effectiv e as of the sam e date. The premium on the canceled policy for a three year 
te rm , was $ 2 8 1 .4 8 , w hereas the premium paid on the new policy, for a one year term, 
was $252. 97. The coverage in both policies appeared to be comparable.
Bond and Coupon R eg ister: In compliance with a suggestion made by the State 
Housing Board, dated July 21, 1953, this Authority is now considering the installation of 
a canceled bond and coupon re g iste r.
Change O rd ers: Although the Authority has received approval for change orders 
numbered 15 and 17, totaling $ 1 ,2 1 2 .3 6  they were not reflected on the books of accounts. 
It is  th erefo re  recommended that a ll such change ord ers be entered on the books as they 
a re  approved.
Income on Investm ents: It was noted that due to an e rro r , income realized on in­
vestm ents amounting to $350 .27  had not been tran sferred  to reduce the development costs 
fo r  in terest While this audit was in progress the n ecessary  adjustment was effected.
Chapter 372
P ro je ct 200-1
P ro je ct 200-2
Com prehensive Public Liability Insurance: By direction of the State Housing Board 
July 24 1953 insurance coverage which had been written up in 1952 and which would 
,e expired in 1955, was canceled on July 27, 1953 and re-w ritten  with another companj 
he effective as of the sam e date. The premium paid on the canceled policy for a three
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EV ERETT HOUSING AUTHORITY R EPO R T NO. 54-H -17
Escrow  Fund -  Coburn E sta te : This fund was established as a depository fo r in­
come received from  the rental of certa in  property known as the Coburn E s ta te . As of 
the date of audit, the balance in this account totaled $ 2 ,0 7 0 .0 0 .
In this connection it was noted that expenditures of $325. 64 made from  the funds of 
P ro ject 200-1 p rior to the cu rren t audit period for expenses properly chargeable to this 
fund had not been reim bursed as of the date of audit. It is  suggested that th is m atter be 
acted upon by the Authority at its  next m eeting.
P ro ject 200-1  -  O perations under Perm anent Financing: The operating statem ent 
of this pro ject for the f ir s t  f is c a l year under Perm anent Financing which ended June 30, 
1953 reflected a loss of $ 6 5 ,9 2 1 .4 8  before the rece ip t of the maximum Commonwealth 
Contribution of $ 7 7 ,0 5 0 . 00. The surplus of $ 1 1 ,1 2 8 . 52 resulting from  the application of 
this subsidy is  to be tran sferred  to the Operating R eserv e .
P ro ject 200-1 -  Operating R eserv e : It was noted that the charges to the Operating 
Reserve account for the period under audit amounted to $19, 974. 74. Of this amount, 
$15,891. 84 was expended fo r replacing faulty w ater h eaters and the balance of $ 4 ,0 8 2 . 90 
was the cost of painting buildings on which the paint had b lis tered  and peeled.
P ro je ct 200-1  - Outstanding C hecks: The bank recon cilia tion s of the Development 
and Administration Funds indicated that certa in  checks had been ca rrie d  as outstanding 
for periods longer than one y ear.
In this connection it was noted that the bank had been notified to stop payment on one 
of these checks. It was fu rth er noted that another check which was ca rrie d  as outstand­
ing had never been issued because it was voided. The status of th ese two checks was 
brought to the attention of the A uthority's accountant and the n ecessary  adjustm ents were 
made while the audit was in p ro g ress .
It is suggested that the Authority adopt the policy of stopping payment on all checks 
which have been outstanding fo r longer than one year.
P ro ject 200-1  -  Insurance: The equipment of th is Authority is  now insured by a 
Contractor's Equipment F lo a ter policy in the amount of $ 1 5 ,0 0 0 .0 0 . The premium for 
the one-year period ending November 24 , 1953 amounted to $ 1 5 0 .0 0 .
In this connection it was noted that the insurance in effect is  g re a te r  than the actual 
cost of the equipment. It is  th erefo re  recom m ended that the coverage be correspondingly 
reduced on any future insurance of th is nature, and it is  also  suggested that the Authority 
discuss the n ecessity  of this coverage with the State Housing Board with a view to its 
discontinuance because of its  high cost.
It was fu rther noted that the cost of o th er types of insurance which should have been 
borne by the two p ro jects  had been charged to P ro je c t 200-1  and it is  th ere fo re  re co m ­
mended that the expense of the general insurance be prorated among the sev era l p ro jec ts .
P ro ject 200-1 -  Tenants' Security  D eposits: It was noted that th ere  was in the cu s­
tody of the Authority five deposits of tenants who no longer resided in the p ro jec t. It was 
also determined that two of th ese deposits should have been returned to the form er 
tenants, and the others should have been applied against amounts owing to the Authority.
This m atter was brought to the attention of the A uthority's accountant, and the 
refunds together with the oth er n ecessary  adjustm ents w ere effected while this audit was 
in progress.
P ro ject 200-1 -  Tenants' Accounts R eceivab le : As of the date of audit, the ag g re­
gate of the debit and cred it balances in the Tenants' Accounts R eceivable ledger did not 
agree with the balances appearing in the related  control account in the general led ger. 
Although the balance did agree these d ifferences w ere due to the fact that certa in  balances 
had been omitted from the Authority's com pilation of the to tal debit and cred it ba lan ces. 
These item s w ere brought to the attention of the accountant.
In this connection it was fu rther noted that no tr ia l  balance of the Tenants' Accounts 
Receivable ledger was available in the file s  of the Authority sin ce  that dated May 31, 1953. 
It is therefore suggested that a copy of all such tr ia l  balances be retained by the Authority 
in its files .
P ro ject 200-1 -  Inventory: A test check of the inventory of this p ro jec t, as reflected  
y its records as of Septem ber 30, 1953, indicated that it included item s which had been 
purchased from the funds of P ro je ct 20 0 -2 . It was also  noted that certa in  ite m s, which 
were on hand as of that date, had not been included.
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It is  suggested that if the Authority is  to m aintain financial control of inventories 
that it seg reg ate  supplies purchased fo r  the p ro jec ts .
P ro je c t  2 00 -2  -  Tem porary Financing: T h is p ro ject was not entered into Perm a­
nent Financing at the c lo se  of the In itia l Operating P eriod . The State Housing Board in 
its  notice of sa le  of the proposed bond issu e  fo r this p ro ject re stric te d  the interest rate 
to a maximum of 2 1/2% . Since th ere  w ere no bids received complying with this interest 
ra te  re s tr ic tio n , the State Housing Board  has continued the financing of the project on a 
tem p orary  b a s is .
P ro je c t  2 00 -2  -  Accounts Payable: It was noted that the record s of this project did 
not include $668. 90 which was owed to P ro je c t 200-1  fo r disbursem ents made for the ex­
penses of P ro je c t  2 00 -2  in O ctober 1952. This m atter was brought to the attention of 
the A uthority 's accountant and the n ecessa ry  adjustm ents were made while the audit was 
in p ro g ress .
P ro je c t  2 00 -2  -  M aintenance Equipment: The tabulation of bids received for cer­
tain m aintenance requ irem en ts indicated that the Authority had not made the purchase 
from  the low est bidder of reco rd  whose bid p rice  was $ 1 ,1 0 7 .1 7 , but from another bid­
d er who quoted a p rice  of $ 1 ,3 1 0 .3 5 . T here was no evidence in the minutes of the meet­
ings to ind icate that a tabulation of the bids had been presented to the m em bers for their 
ap p raisa l and it was fu rth er noted that the Authority had not submitted such a tabulation 
to the State  Housing Board  as required.
It is  suggested that the Authority conform to the purchasing policies set up in its 
M anagem ent program  on a ll future purchases and that State Housing Board approval be 
obtained when requ ired .
G en eral -  Cash Count: The cash  count on September 28, 1953 developed a shortage 
of $41. 83 in the funds of P ro je c t 200-1  and an overage of $32.75  in the funds of Project 
2 0 0 -2 . It was fu rth er noted that the total cash shortage of P ro ject 200-1 for the month 
of Septem ber totaled $45. 84.
It is  recom m ended that the ca sh ie r recon cile the cash on hand with the duplicate 
rent re ce ip ts  daily, and in th is way, possibly such variances may be held to a minimum.
G en eral -  M em bers' Allow ances: It was noted that the m em bers of this Authority 
a re  allowed $ 3 5 .0 0  each qu arter for automobile and telephone expenses from the funds of 
P ro je c t  2 0 0 -1 , and $ 2 5 .0 0  was allowed from  the funds of P ro ject 200-2. It would appear 
that th ese allow ances might have been prorated between the two p rojects on a unit basis 
of 81% fo r P ro je c t 200-1  and 19% for P ro je ct 200-2 rather than the present basis of 58% 
and 42% resp ectiv ely .
G en eral -  In te r -P r o je c t  Accounts: It was noted that the balances of the Accounts 
R eceivab le  and Accounts Payable of these p ro jects  reflected amounts which had been out­
standing fo r som e period of tim e and which were due from or owed to the same project 
o r  fund. This m atter was brought to the attention of the Authority's accountant and the 
n ece ssa ry  adjustm ents to offset these balances were effected while the audit was in 
p ro g ress .
G eneral -  Pay Roll Authorizations: An examination of the pay roll indicated that 
n eith er the employment nor the ra tes of pay of five individuals employed as temporary 
pain ters had been recorded in the minutes of the m eetings. It is  recommended that all 
authorizations fo r  employment o r rates of pay be form ally acted upon by the members.
Com prehensive Public Liability Insurance R ates: It was noted that the insurance 
p o licies in effect fo r  this p ro ject were canceled by direction of the State Housing Board. 
T hese p o licies which had been paid for at the rate of $. 756 per unit per year were re­
placed with oth er p olicies to cost at the respective rate of $2. 98 for P ro je ct 200-1 and 
$2. 81 fo r P ro je c t 200-2  per unit per year.
SWAMPSCOTT HOUSING AUTHORITY REPO RT NO. 54-H-18
Surplus from Operations: The surplus from operations fo r the second fisca l year 
under Perm anent Financing totaled $3, 954. 27 and will be used as a reduction of the Com­
m onw ealth's Contribution for the third fisca l year under Perm anent Financing.
The balance in the Operating R eserve on the date of audit totaled $9, 335. 10 indicat­
ing that the maximum of $ 1 0 ,8 0 0 .0 0  as suggested by the State Housing Board should be
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attained before June 1954. On this b a sis  it w ill have been established  in approxim ately 
three and one-half y ears and not on the b a sis  of five y ears as was orig in ally  intended.
Comprehensive Public Liability  Insurance R ates: It was noted that the policy in 
effect for this p ro ject was canceled by d irection  of the State Housing Board . This policy 
which had been paid fo r at the rate of $ .7 5 6  per unit per y ear was replaced with another 
to cost at the rate of $1. 87 per unit per year.
BEV ERLY HOUSING AUTHORITY REPO RT NO. 54-H -19
G eneral
Potential Incom e: Attention is  d irected  to the fact that the method used to establish  
potential rental incom es was in co rre c t. This incom e was not established  until the end 
of the month and consequently indicated the net charges a fte r  m ove-outs, e t c . , without 
showing any amounts for vacancy lo sse s . While th ere appeared to be no sizeab le  lo sse s  
of this nature during this audit period, the method should be changed to that p rescrib ed  
in the State Housing B o a rd 's  Manual of Accounts.
Tenants' Ledger Accounts: The previous audit report stated that tenants' ledger 
sheets did not include a ll required inform ation. The lea se  num ber, the date of 
occupancy, the date of vacating and the amount of rents charged w ere not shown in the 
spaces provided.
Inasmuch as th ese conditions rem ain the sam e, attention is  again d irected  to them .
Appropriation Fund: It was noted that the Authority had been allotted funds by the 
City of Beverly to be used fo r unusual expenditures which could not be properly ch arge­
able directly  to the p ro jec ts . The only record  m aintained of th is fund was a check book. 
Previous audit rep orts have urged that books of account be establish ed , but as yet, this 
has not been arranged. As of the date of audit th ere  was a balance of only $48. 72 in 
this fund.
T itle  V
Cash Receipts and D isbu rsem ents: It was noted that certa in  en tries pertaining to 
the Tenants' Security D eposits account for the month of January 1953 w ere in co rrectly  
entered. In this connection it was noted that the balance on January 1, 1953 was $255. 00. 
During the month of January the rece ip ts totaled $15. 00 and d isbu rsem ents totaled 
$30.00. The rece ip ts, however, had been deducted from  the balance instead of being 
added to it and the disbursem ent was not recorded . Of co u rse , because of the com p le­
mentary e rro rs  the balance was co rre ctly  represented .
It was further noted that a refund had been made of a deposit to a tenant who had not 
originally made it. The tenant moved from  the p ro ject and the reco rd s reflected  a b a l­
ance due for rent of $ 2 0 .0 0 . B ecau se of the ch arg e-back  due to the in co rre c t cred it the 
balance due was increased  to $30. 00. This item  was adjusted while the audit was in 
progress.
Tenants' Accounts R eceivable: During the period of audit it was noted that tenants' 
accounts totaling $ 2 ,2 1 3 .7 2  had been w ritten off because they w ere un collectib le a fter 
the necessary approval had been received from the State Housing Board . In addition to 
these accounts there w ere others totaling $ 8 7 3 .0 6  which w ere due from  tenants who had 
vacated th eir apartm ents. These were in the hands of an attorney fo r co llection .
From the foregoing it is  obvious that a m ore rigid system  of co llection  of rents 
should be adopted. It is  understood that the p resent d irec to r is  taking step s to c o rre c t 
the prevailing routines.
It was noted in connection with the charge-o ff of the aforem entioned tenants' accounts 
that they had been in correctly  handled on the books of account. The amount involved had 
been passed through the Vacancy and Collection L oss account as well as through the 
Tenants' and R eserve accounts. It is  suggested that the n ecessary  adjustm ents be e f­
fected forthwith.
Sale of Quonset Huts: The T itle  V p ro ject is  identified as Quonset Huts and it was 
noted that they are  being sold as they are  vacated. P rio r  to the date of this audit 36 huts 
had already been sold for a total of $2, 5 0 0 .00 . A record  of this transaction  did not ap­
pear on the books of the Authority as the payment was made to the City of B ev erly .
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vVhile th is audit was in p ro g ress an additional 8 huts w ere sold fo r a to tal of 
$1 , 655. 60. It was noted, however, that the en tr ies  of th ese tran saction s a re  rep re­
sented on the books of the Authority and the proceeds w ill be included in the settlem ent 
with the city  at the end of the year.
Paym ents in Lieu of T a x e s : It was noted that the surplus settlem en ts at the end of 
each year a re  entered  in a "S p ecia l A ccount" by the City of B everly  and the charges for 
th is p r o je c t 's  taxes a re  represented  in it. B ecau se  of th is arrangem ent, this pro ject's 
accounts do not re fle c t an amount for payments in lieu of taxes.
P ro je c t 200-1
A rch itectu ra l C on tract: Although th is  p ro ject has been in permanent financing 
sin ce  A pril 1, 1951, the question of an overpaym ent to the arch itect in the amount of 
$ 5 ,7 1 5 . 27 s t i l l  rem ain s unsettled . This m atter was mentioned in the two previous 
audits but as yet, no definite action has been taken. It was noted that a le tter dated 
M arch  13, 1953 from  the State Housing Board advises that in the near future an opinion 
would be given fo r  the fee  computation.
Commonwealth Contribution: Attention is  d irected  to the fact that the entire sub­
sidy contribution by the Commonwealth is  paid to the f isc a l agent in Septem ber of each 
y e a r although the la rg e r  part of it is  not required until M arch of the succeeding year.
It is  suggested that th is contribution might possibly be retained for s ix  months longer.
P ro je c t 200-2
Accounts Payable: It was noted that th ere  is  s t ill  a balance of $ 2 ,1 6 8 .4 7  of the Ac­
counts P ayable which w ere se t up when th is p ro ject went into permanent financing on 
Ju ly  1, 1952. Inasm uch as th ere  appear to be no such accounts payable as of the date of 
th is  audit, it is  suggested the accounts be charged off the books and credited to Surplus. 
T h is w ill in e ffec t reduce the Commonwealth's subsidy contribution for the subsequent 
f is c a l  year.
In th is  re sp ect it was indicated that th ese funds might possibly have been used for 
authorized painting and landscaping. However, it was learned that a part of the surplus 
fo r  the f is c a l  y ear ending July 1, 1953 has been segregated for these improvements, 
elim inating any p ossib le need of it in the Accounts Payable category.
A rch itectu ra l C on tract: Paym ents to the arch itect appeared to be $482.28  in ex­
c e s s  of the amount approved by the State Housing Board. It was noted that this m atter is 
being review ed by the State Housing Board with respect to a possible revision of the com­
putation of the fee.
In su ran ce: It was noted that a policy covering Comprehensive Liability was can­
celed  although it was not to exp ire until D ecem ber 18, 1954. This policy was replaced 
with a  one y ear policy which will expire on July 27, 1954. The policy canceled was at a 
ra te  of $. 76 per unit per year, while the new policy will cost $2. 24 per unit per year.
Working Capital: This account re fle c ts  a balance of $292. 50 and is the remainder 
of the amount received  from the sa le  of bonds at the time of permanent financing. It is 
suggested th is account be closed  and this balance credited to the Operating Reserve.
LAW RENCE HOUSING AUTHORITY REPORT NO. 54-H-20
Tenants' Accounts Receivable -  G eneral: The Tenants' Accounts Receivable ledger 
showed the following balances as of the audit date:
$2 ,423  10 
4 ,8 3 9  91 
$7 ,263 01
Chapter 372 P ro je cts  (100 Units) 
P ro je c t 200-1
It was fu rther noted that accounts totaling $763. 10 were w ritten off as uncollectible 
from  the Chapter 372 P ro je cts  during the audit period
The executive d irector indicated that the seeming large amounts of rents due this 
Authority was occasioned by difficult economic conditions in this p articu lar area.
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Trip  to B altim ore -  G en eral: Attention is  d irected  to the fact that the rubbish pick­
ups made by the City of Law rence a re  apparently inadequate for the needs of this Au­
thority and th erefore the purchase of sp ecia l equipment at an estim ated  cost of 
$ 2 0 ,0 0 0 .0 0  to deal with this problem is  under consideration.
In this connection two board m em bers and the executive d irec to r went to B a ltim o re , 
Maryland where the type of equipment under consideration is  being used for rubbish 
disposal.
Ch i .ge O rder #3 -  P ro je c t 2 0 0 -2 : Attention is  d irected  to Change O rder #3 which 
deals wúh the substitution of gypsum plank roofs fo r con crete  and stee lte x  roofs p re ­
scribed in the con tract sp ecification s and which was approved by the Authority and the 
átate Housing Board in the amount of $10, 972. 91. In connection with th is m atter the 
architect fo r this p ro ject stated in a le tte r  dated D ecem ber 17, 1952 as follow s:
"W e have your le tte r  of D ec. 12, 1952 asking fo r our com m ents 
regarding the le tte r  you received from  the State Housing Board re la ­
tive to the Change O rder on the roofs on th is p ro ject.
"In regard  to th e ir  comm ent that we check the breakdown of co st, 
we wish to r e - ite r a te  our stand in this m atter -  namely -  that in our 
opinion the co n tracto r is  not entitled to any additional cost fo r the work 
involved in the change.
"Inasm uch as the Chairm an of the State Housing Board has ruled 
that the con tractor is  entitled to re ce iv e  payment for th is  work, we 
believe that he should also be the judge as to the amount to be paid.
"Any checking that we could do would be fu tile , as our answ ers 
could only be zero . "
The executive d irecto r fu rth er stated that the Authority had not approved this change 
order when it was originally  requested by the general co n tracto r but at a la te r  hearing 
the form er Chairman of the State Housing Board ruled that the co n tracto r was entitled to 
the payment re ferred  to and payment of $ 1 0 ,7 9 2 .9 1  was subsequently made.
Storage Charges - P ro je c t 2 0 0 -2 : In January 1952 ranges and re fr ig e ra to rs  w ere 
purchased by the Authority for P ro je ct 20 0 -2 . Since then storage expenses totaling 
$1, 995. 50 have been incurred fo r them. T his p ro ject has not yet been o ffic ia lly  accepted 
as completed and it is  anticipated that tenancy w ill com m ence in November 1953. The 
executive d irector stated in this connection that the ranges and re fr ig e ra to rs  w ere pur­
chased in January 1952 to insure th eir  procurem ent because at that tim e it was difficult 
to obtain such item s without delay.
It is  th erefore suggested that possibly the construction co n tracto r may be charged 
part of these storage expenses because had the p ro ject been completed according to the 
time originally specified such charges would have been un n ecessary .
Public L iability Insurance -  P ro je c t 2 0 0 -1 : It was noted that during the audit period 
the public liability insurance policy on this p ro ject was canceled and another policy sub­
stituted at a subsequent date under direction  of the State Housing Board . A com parison 
in the rates follows:
Sale of Chapter 372 Units: It was noted that the Authority is cu rren tly  preparing a 
list including the contemplated selling  p rices  for the Chapter 372 units. T hese units 
have already been valued by an independent ap p raiser and all tenants have been notified 
of the impending sale  of these units.
"R e  -  Housing P ro je c t 
Law rence 2 0 0 -2 "
Annual Prem ium
Old Policy 
New Policy
$ 194 46 
1 ,2 4 2  75
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GRAFTON HOUSING AUTHORITY R EPO R T NO. 54-H-21
Annual Contribution: The Commonwealth may m ake an annual contribution of not 
m ore than 2 1/2% of the total development co sts  of the p ro jec t. The contribution for the 
second year under perm anent financing was $ 3 ,6 4 1 .0 0  and was computed as follows:
2 1/2%  of the Total C osts $3, 900 00
L e ss :
Amount R eserved  from  P r io r  Y e a r 's  
Surplus fo r Subsidy Reduction 259 00
$ 3 ,641  00
This subsidy was received  by the W o rcester County T ru st Company, W orcester, 
M assach u setts , the f is c a l  agent fo r the Grafton Housing Authority, on or about Septem­
b e r  15, 1952.
The contribution for the th ird year under P erm anent Financing was $ 3 ,0 2 6 .3 0 , com­
puted as follow s:
2 1/2%  of the T otal C osts 
L e ss :
Amount R eserved  from  P r io r  Y e a r 's  
Surplus fo r Subsidy Reduction
T his subsidy was a lso  rece iv ed  by the W o rcester County T ru st Company, W orcester, 
M a ssach u setts , the fis c a l  agent of the Grafton Housing Authority, on or about Septem­
b e r  15, 1953.
$ 3 ,900  00
873 70 
$ 3 ,0 2 6  30
M iscellaneou s Bank C h arges: It was noted that the bank where the Administration 
Fund account is  c a rr ie d , charged fo r  the cost of postage for m ailing the monthly bank 
sta tem en ts to the Authority. T his p rac tice  was questioned and discussed with the Execu­
tive D irec to r  who notified the bank that th is  p ractice  was somewhat unusual. As a result, 
it is  understood that the p rac tice  w ill be discontinued and the charges heretofore made 
w ill be refunded.
P r io r  Y e a r 's  Com m ents -  Accounts P ayable: The previous audit report stated that 
the re co rd s indicated an Accounts Payable of $117 .73  which appeared to be unsubstanti­
ated. It was noted that th is account was adjusted by closing it to the Working Capital 
account.
M anagem ent P rogram  -  R ents: The previous audit report also stated that the Man­
agem ent program  in use had not been approved o r authorized by the Chairman of the State 
Housing B oard . In th is connection it was noted that this program has since been approved 
and authorized by the Chairm an of the State Housing Board.
Com prehensive P ublic Liability  Insurance R ates: It was noted that the insurance 
policy  in e ffec t was canceled  by direction  of the State Housing Board. This policy which 
had been paid fo r at the rate of $. 756 per unit per year was replaced with another to cost 
at the ra te  of $2. 25 per unit per year.
G L O U C E STE R  HOUSING AUTHORITY REPORT NO. 54-H-22
P ro je c t  200-1  -  Water Seepage in C e lla rs : Previous audit reports commented on 
w ater seepage conditions in various c e lla rs . In this connection it was noted that 23 sump 
pumps w ere purchased and it now appears that this condition has been corrected .
P ro je c ts  200-1  and 200-1A  -  A rch itect's  F e e : It was noted that the arch itect was 
paid a total of $ 6 2 ,5 4 1 .9 3  on P ro je ct 200-1 and $ 8 ,7 1 8 .3 0  on P ro je ct 200-1A ; however 
the reco rd s of the State Housing Board indicate that this fee should have been $58 ,019 .43  
for P ro je c t 200-1  and $ 9 ,7 4 8 .4 7  fo r P ro je ct 200-1A.
It was learned that the overpayment of $4, 522. 50 on P ro je ct 200-1  on the basic a r ­
ch itectu ra l fee was caused because the arch itec t's  analysis of the cost of stru ctu res was 
different than the analysis used by the State Housing Board.
in th is connection the following exchange of correspondence is  shown:
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COPY
THE COMMONWEALTH OF MASSACHUSETTS 
STA TE HOUSING BOARD 
90 Trem ont S tree t, Boston 8
OFFICE OF THE CHAIRMAN
Mr. Allen Grant, J r .
Executive D irector 
Gloucester Housing Authority 
128 Main Street 
Gloucester, M assachusetts
May 27, 1953
Dear M r. Grant:
On Wednesday, M arch 25, 1953 a conference was held in this o ffice  re lative to the a r ­
chitectural fee for State-Aided Housing P ro je c t , G loucester 20 0 -1 . At h a ttim e  thls 
conference was continued until April 8th in ord er to give the rep resentatives of the ar 
chitect more time for study.
Following the conference of April 8th considerable tim e has been spent in studying the 
facts brought out at the two hearings, and as a resu lt, it is  the decision of this office
that th e _____ is indebted to the G loucester Housing Authority in the sum of Four Thou
sand, Five Hundred and Twenty-Two D ollars and Fifty Cents $4, 522. 50.
Assistant Attorney General Abelson, who is  the legal advisor fo r the State Housing Board
had conferred w ith --------, counsel for t h e ........... and they a re  in agreem ent as to this
amount.
In view of the above, it is  our opinion that your Authority should im m ediately contact
_____and request a payment to the Authority in the sum of $4, 522. 50 in ord er to fully
terminate this discussion relative to arch itectu ral fe es . We do not fee l that th ere  w ill be 
any hesitancy on the part of the arch itect to repay this sum.
Very truly yours,
s /  HARLAND A. M cPH ETRES 
D irector
COPY
THE COMMONWEALTH O F MASSACHUSETTS 
STATE HOUSING BOARD 
90 Trem ont Stree t, Boston 8
OFFICE OF THE CHAIRMAN June 5, 1953
IN REPLY R E FE R  TO 
DEVELOPMENT
Allen F. Grant, J r . ,  Executive D irector 
Gloucester Housing Authority 
128 Main Street 
Gloucester, M assachusetts
Dear Mr. Grant:
Reference is  made to your le tte r  of May 29 in which you request a breakdown of the 
amount of $4, 522. 50 in connection with the arch itectu ra l fee question involving G louces­
ter 200-1.
The figure of $4, 522. 50 was arrived  at by subtracting the amount of $ 5 8 ,0 1 9 . 43 (the 
total arch itectu ral fee is  computed on the b asis  of Annex B using the "A " rate) from the 
amount of $62, 541. 93 which amount has been listed  in your le tte r  of A pril 29, 1953 as 
the amount paid to the arch itect on this b asic  contract.
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The following is  a sum m ary of the fee breakdown amounting to $ 5 8 ,0 1 9 .4 3 :
$ 1 ,4 0 4 .3 4  
4 ,0 6 3 . 57 
52 ,5 5 1 ,5 2  
$58 ,019 .43
T his le t te r  is  intended only to answ er the question posed in your le tter of May 29, 1953.
Very truly yours,
/ s /  H. A. M cPHETRES
HARLAND A. M cPHETRES 
D irector
It was noted that to date of audit, no action has been taken to obtain the refund from 
the a rch ite c t.
Attention is  a lso  d irected  to the fact that the arch itect is  s t ill  owed $1 ,0 3 0 .1 7  on 
P ro je c t  200-1A  which, it is  understood, w ill be paid to him as soon as Part n  of the 
C e rtifica te  of Completion is  accepted.
Vacation and Sick Leave: It was noted that the management program in force prior 
to August 21, 1953 included no provisions fo r sick  o r  vacation leave for the maintenance 
p ersonn el. However, during this period th is personnel was paid for sick  and vacation 
leav e. It was fu rth er noted that on August 21, 1953 a new management program was ac­
cepted which took into consideration vacation and s ick  leave for these employees.
Invoice Paid Tw ice -  P ro je c t 2 0 0 -1 : It was noted that on D ecem ber 18, 1952, check 
num ber 1552 in the amount of $ 3 .1 8  was issued to pay invoice 6305. On January 14, 
1953, check num ber 1622 was also  issued for $3 .18  to pay for the sam e invoice. This 
item  was brought to the attention of the Authority and on November 14, 1953, a credit 
m em o of $ 3 .1 8  was received  adjusting this m atter.
G en eral -  V isit to the P ro je c ts : vVhile this audit was in progress the projects were 
v isited . In th is connection the following conditions were noted:
Tem porary P ro je cts
A llen S tree t -  The L inasbestos baseboard covering the underpinning of Apartment 
3 5 F  was sm ashed in on both sides creating a fire  hazard and a cold floor for the tenant. 
T his was reported to the office  by the tenant on October 19, 1953 and no corrective action 
has yet been taken.
Burnham S tree t -  It was also  noted that the ro ll brick  siding of Apartment 34A was 
torn  off and as yet not replaced.
G eneral -  P erson n el: It was noted that the serv ices  of the City Auditor to audit the 
books of the Authority a re  engaged at the rate of $200 .00  per year.
In this connection the State Housing Board waived Section 17 of the Contract for State 
F inancial A ssistan ce.
Legal S erv ices -  P ro je ct 200-1A : It was noted that the attorney for this Authority 
is  being paid on occasion s for duties which appear to be included in his legal contract. 
Among the sep arate billings are  those which include the following item izations:
1. January 5, 1953 -  Attendance at regular and sp ecial meetings 
during calendar year 1952
2. February 9, 1953 -  Handling changes in resolutions and r e c ­
ords of Authority regarding regular and annual meeting 
dates and ratification of form er meetings
3 May 4, 1953 -  Work with Chairman and Clerk of Works on 
m ateria ls  and claim s embodied in certifica te  of completion 
papers
$100 00
10 00
30 00
Lawns and Planting F ee  1 5 ,2 8 3 .3 5  x .09188666
Site Engineering F e e  6 7 ,3 8 1 .3 3  x .0603070409
F ee  for S tru ctu res 1, 063, 106 .31  x . 04943204321
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4. August 7 , 1953 -  Checking changes in State financial
con tract and securing approval of Mayor
As a m atter of inform ation the following section  within the Contract for Legal S e r ­
vices indicates those se rv ic e s  which the attorney is  intended to provide:
Ml .  The Attorney ag rees to perform  a ll legal se rv ice s  in connection 
with, and to be responsib le for a ll legal phases of, the development, 
in itial occupancy, and financing of said p ro ject, except m atters relating 
to the acquisition of land fo r the P ro je c t , during the en tire period of de­
velopment and construction of said  P ro je c t , and until the final completion 
of said P ro je c t , and fo r a period of s ix  months th erea fter. Said se rv ice s  
shall include, without lim iting the generality  of the foregoing: p rep ara­
tion of a ll legal documents and pap ers; preparation of form s of contracts 
o r adaptations of form s furnished by the State Housing Board, with su r­
veyors, and negotiators, a rch ite c ts , and ap p raisers advice and a s s is t ­
ance to the Authority, and the preparation of such documents as may be 
n ecessary  in connection with exceptions an d /or variances from  zoning, 
building and inspection ord inances, by laws and/or regulations; the ren ­
dition of opinions of a ll m atters submitted by the Authority (except opin­
ions relating to the validity of notes o r bonds of the Authority); sup erv i­
sion as to legality of the o ffic ia l m inutes and record  of the Authority; 
advising and consulting with all p arties having dealings with the Authority; 
advice and assistan ce to the o ffice rs  and em ployees of the Authority; ap­
proval of the legality of con tracts and of a ll payments on co n tra c ts ; handl­
ing of a ll legal questions and m atters arisin g  under con tracts  of the Au­
thority; all legal work n ecessary  in connection with the preparation and 
adoption of the management program fo r the P ro je c t , including the com ­
pletion of all resolutions and form s n ecessary  for the establishm ent of a 
complete management program ; and the preparation of any and a ll docu­
ments relating to the issuance of obligations of the Authority, it being 
understood, however, that this agreem ent obligates the attorney to p er­
form all legal work in connection with the issuance of definitive bonds for 
said P ro ject (except opinions relating to the validity of such bonds) 
whether such bonds are  issued before o r a fter the date which is  s ix  (6) 
months from the date of final completion of said P ro je c t , and a ll legal 
work in connection with any tem porary loan notes which may be issued by 
the Authority in connection with the P ro je c t p rior to the issuan ce of said 
definitive bonds. "
Deposit of Cash: It was noted that currency was allowed to rem ain in the o ffice  safe  
over the following week ends:
Amount
Tem porary
Date Collected Date Deposited P ro je c t P ro je c t 200-1
October 10, 1952 O ctober 14, 1952 $273 20
January 23, 1953 January 26, 1953 $125 00 122 00
February 6 , 1953 February 9, 1953 247 33 .
February 20, 1953 February 24, 1953 . 256 35
March 27, 1953 M arch 30, 1953 126 25 135 35
June 5, 1953 June 8, 1953 152 00 _
June 12, 1953 June 15, 1953 115 00 -
It was further noted on the date th is audit started  that $592. 95 of cash  had been on 
hand in the office safe  for sev era l days.
It is  recommended that a ll cash  rece ip ts be deposited daily.
Pay Roll R ecord s: It was noted that th ere  w ere no tim e sh eets o r oth er reco rd s 
indicating hours actually worked or absent tim e of em ployees. It is  suggested that steps 
be taken to provide a record  of this nature.
Im proper C harges to M iscellaneous Incom e: It was noted that a to tal of $32. 27 was 
improperly charged to M iscellaneous Incom e. This amount should have been charged as 
follows:
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R eim bursem ent of Management Expenses 
Reim bursem ent of R ep airs , M aintenance 
and Replacem ents
$ 4 00 
28 27
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C orrectin g en tr ies  w ere effected  while the audit was in p rog ress.
Inadequate U tility C h arges: It was noted that during th is audit period this authority 
co llected  $3 , 556. 65 from  its  tenants fo r e le c tr ic ity , but during that period it paid to the 
utility  company the sum of $ 3 ,8 1 2 .0 8 .
Return of Rem odelled Units to O w ners: It was noted that certain  remodelled units 
had been returned to th e ir  ow ners upon the term ination of le a se s , as follows:
127A Leonard S treet O ctober 31, 1952
80 P leasant S treet O ctober 31, 1952
1074 -  1076 Washington S treet O ctober 31, 1952
53 E astern  Avenue O ctober 31, 1952
27 G reen S treet January 26, 1953
67 E astern  Avenue June 15, 1953*
* T his owner repurchased his lease  on A pril 21, 1953 by a payment 
of $ 7 5 .0 0 .
It was fu rth er noted that only 4 units rem ain under the Remodeling category. These 
units a re  located at 31 Chapel S tree t in a rem odelled schoolhouse.
On January 1, 1953 the Remodelled Units accounts w ere combined with those of the 
Tem porary Units.
Tem porary Construction P ro je c ts  - Surplus to City: It was noted that on January 20, 
1953 the City of G lou cester was paid $ 1 0 ,8 5 5 .6 5 , which rep resen ts the surplus from 
operation of the Tem porary and Remodelled P ro je c ts  for the 1952 calendar year.
Investm ents in United States T reasu ry  B il ls :  It was noted that certain  excess funds 
have been invested in United States Government S ecu rities , thereby reducing the interest 
ch arg es during the development period.
Status of P ro je c t  200-1  -  Tem porary Financing: Although this project has been in 
occupancy sin ce  June 1950 with 120 units and sin ce March 1952 with 40 other units, it is 
s t i l l  in Tem porary Financing, apparently because of a dispute with respect to Part I of 
the C e rtifica te  of Completion.
Rent Due: It was noted that $ 1 ,2 6 3 . 15 was s t ill  due for rent from present and for­
m er tenants of the Tem porary Construction P ro je cts  and that $429. 59 was due for rent 
from  p resen t and fo rm er tenants of P ro je c t 200 -1 .
It is  suggested that m ore active steps be taken to enforce collection of these balances.
C ertifica te  of Purposes and Statem ent of Cash Requirem ents: It was noted in com­
paring th is ce r tifica te  with the actual development costs  that no amended form had been 
approved. On M arch 28, 1952 when the Contract fo r Financial A ssistance had been 
amended from $ 1 ,8 2 8 ,0 0 0 .0 0  to $ 1 ,8 5 0 ,0 0 0 .0 0 , this certifica te  should have 5>l; eI’ 
amended. This Authority, however, used the old certifica te  but added $22 ,000 .00  to t e 
Contingency account. This was brought to the attention of the Authority and on Novem­
b e r 17, 1953 an amended form was received from the State Housing Board which was ap­
proved by the Housing Authority on November 30, 1953.
Com prehensive Public Liability  Insurance R ates: It was noted that the insurance 
p olicies in effect fo r the protection of this p ro ject were canceled by direction of the State 
Housing Board. These p o licies, which had been paid for at the rate of $. 756 per unit per 
y e a r , w ere subsequently replaced with other policies to cost at the ra te  of $2. 39 per unit
per year.
NATICK HOUSING AUTHORITY R EPO R T NO. 54-H -23
Annual Contribution: The Commonwealth may make an annual contribution of not 
m ore than 2 1/2% of the cost of the p ro ject.
P .D . 6
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The contribution for the second y ear under permanent financing was $6, 960. 
was computed as follow s:
2 1/2%  of the P ro je c t Cost $ 12> 500 00
L e ss :
Amount R eserved  from P r io r  Y e a r 's
Surplus fo r Subsidy Reduction __ Ëi-5----- _
$ 6 ,9 6 0  00
This contribution was paid to the F ir s t  National Bank of Boston, the f isc a l agent of 
the Authority, on o r about D ecem ber 15, 1952.
Accounts Payable -  Development: It was noted that the reco rd s include an unsub­
stantiated Accounts Payable of $158. 46. The Executive D irecto r indicated that he is  
awaiting instructions from  the State Housing Board relative to the adjustment of th is  a c ­
count.
MILFORD HOUSING AUTHORITY R EPO R T NO. 54-H -24
Annual Contribution: The Commonwealth may make an annual contribution of not 
more than 2 1/2% of development co sts . The contribution fo r the th ird y e a r under p er­
manent financing was $17, 995. 99 and was computed as follow s:
2 1/2% of Total Costs 
L ess:
Amount R eserved from P rio r  Y ear 
Surplus for Contribution Reduction
$18, 600 00
604 01 
$ 1 7 ,9 9 5  99
This amount was paid to the National Shawmut Bank of Boston, the fis c a l  agent of 
this Authority, on o r about M arch 1, 1953.
SPRINGFIELD HOUSING AUTHORITY REP O R T NO. 5 4-H -25
Veterans' Tem porary Housing P ro je cts
Payments to the City of Springfield: This Authority has paid to the City of Spring- 
field for the period under audit the following amounts:
Real Estate Taxes $21, 216 00
Ground Rental 4 ,0 8 0  00
Operating Surplus 1 5 ,948  71
$4 1 ,2 4 4  71
Discontinuance of Renting: It was noted that the m em bers of this Authority voted to 
discontinue the renting of apartments vacated subsequent to July 1, 1953 in any of its  
temporary developments. As of Septem ber 30, 1953, th ere w ere 62 vacant apartm ents 
at the three City-owned tem porary s ite s .
P ro je ct 200-1
Accounts Payable Development: The previous audit stated in th is connection:
"Although this p ro ject has been in Perm anent Financing for over 
two y ears, a liability  s t il l  ex ists  to the arch itect for the balance of his 
approved contract fee . This liab ility  has not been paid because the 
arch itects  have not submitted final "a s  built plans” which were held to 
be a part of the contract by the Authority. It is  suggested that the State 
Housing Board take som e action to settle  this dispute in ord er that this 
long outstanding liability  might be liquidated."
In this regard , it was noted that the arch itect was paid an amount of $ 9 ,6 6 2 . 25 in 
complete settlem ent. The funds were taken from the following so u rces:
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R eserved from  Development 
Working Capital
M iscellaneous Expense -  Management
$ 9 ,4 0 1  83 
248 56 
11 86
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$ 9 ,6 6 2  25
Reduction of Commonwealth Subsidy: The annual maximum subsidy payable to this 
Authority under P ro je c t 200-1  is  $ 5 8 ,3 0 0 .0 0 . This subsidy was reduced for the fisca l 
y ear beginning on O ctober 1, 1952 and ending Septem ber 30, 1953 to $ 5 0 ,0 7 8 . 70 by ap­
plying the operating surplus of the previous fis c a l  year in the amount of $8, 2 21 .30  as 
provided on the C ontract for F in ancial A ssistan ce .
P ro je c t 200-2
Tem porary Financing: This p ro ject was tra n s ferred  to Management on January 1, 
1953. The operating surplus of $ 4 5 ,2 8 5 .4 6  for the Initial Operating P eriod  was d istri­
buted as follow s:
Reduction of Development C osts $ 27 ,322  66
Operating R eserv e 11 ,127 80
Insurance R eserv e  6 ,8 3 5  00
$ 45 ,285  46
It was fu rth er noted that th is p ro ject is  s t il l  being financed with tem porary notes as 
it is  understood that the State Housing Board has been unable to obtain bids on permanent 
bonds at a ra te  le s s  than 2 1/2% .
P ro je c t  200-3
Commonwealth Subsidy: The Springfield Housing A uthority's F isca l Agent has re ­
ceived , as provided in its  C on tract fo r F in ancial A ssistan ce with the Commonwealth, its 
f i r s t  subsidy payment in the amount of $ 4 6 ,2 5 0 .0 0 , which represents 2 1/2% of the total 
developm ent co st. The operating surplus fo r the f ir s t  fisca l year of operations was 
$4 , 6 7 3 .4 3 , which w ill probably be applied to reduce the subsidy payment in the second 
f is c a l  y ear.
G eneral
Insurance Refund: It was noted that refunds were received on Comprehensive L ia­
b ility  and P rop erty  Damage insurance which was canceled by direction of the State Hous­
ing Board as follow s:
P ro je c t  Com prehensive L iability Property Damage
2 0 0 -1  $368 19 $ 81 77
2 0 0 -2  206 02 80 14
2 00-3  124 04 55 61
$698 25 $217 52
Subsequently th is insurance was replaced and the following shows the increase in the 
co st of it effectiv e Ju ly 27, 1953:
P ro je c t
Annual Rate on Annual Premium
Canceled P olicy  on New P olicy Number of Units
200 -1  $151 33 
200 -2  149 82 
2 00 -3  103 66
$515 96 200
338 80 196
306 97 136
It was fu rth er noted that the payment of the foregoing prem ium s have been withheld 
by the Authority pending an explanation of the in creases from  the Chairm an of the State 
Housing Board.
BED FO RD  HOUSING AUTHORITY REPO RT NO. 54-H -26
Surplus from O perations: The surplus from operations fo r the second fis c a l  y e a r
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under Perm anent Financing totaled $ 1 ,5 0 1 . 59. It was noted that the^ State ^ g(Q be
Board, under date of M arch 12, 1953, advised the Authority that this 
applied toward reducing the Commonwealth's subsidy contribution for e ir  y 
under Perm anent Financing, making the net contribution $ 1 ,6 7 3 .4 1 . Subsequ 
parently because of the n ecessary  additional expense involved in connecting 1 P 
with the Town of Bedford sew erage system , the State Housing Board approve e su 
sidy payment and advised the Authority to in crease the Operating R eserve by e ^  
of the aforementioned operating surplus despite the fact that the maximum Opera ing 
Reserve has been reached. In this connection, attention is  directed to the fact a ar 
agraph VII, Section 4 of State Housing Board, #129 sta tes:
"When the balance in the Operating R eserve Account shall equal 
the maximum se t forth in the Management Program  no fu rther cred its 
shall be made to the Operating R eserve Account until such tim e as it 
may be depleted."
Inspection of the P ro je c t : During the course of this audit, a v isit was made to the 
site of the pro ject; it was observed that sev era l buildings s t ill  a re  badly in need of 
exterior painting. In this connection the Executive D irecto r indicated that it was planned 
to do this painting in 1953, but that it has not been approved by the State Housing Board 
and now it might possibly be done in 1954.
Comprehensive G eneral L iability Insurance: It was noted that the insurance poli­
cies in effect for this p ro ject were canceled by direction of the State Housing Board. The 
policies which had been paid for at the rate of $. 756 per unit per year w ere subsequently 
replaced with other policies to cost at the rate of $2. 25 per unit per year.
MIDDLEBOROUGH HOUSING AUTHORITY REPO RT NO. 54-H -27
Commonwealth Contribution: It was noted that the Commonwealth Contribution for 
the third fisca l year under permanent financing amounted to $4, 626. 20. The surplus of 
$2 ,373.80  for the year ending D ecem ber 31 , 1952 was applied to reduce the Common­
wealth's Contribution for the subsequent f isca l year.
Accounts Payable Vouchers: It was noted that accounts payable vouchers a re  not 
being used as required. According to the State Housing Board Accounting Manual the use 
of an accounts payable voucher is mandatory, and it is  suggested that they be used forth ­
with.
Tenants' Ledger: The tenants' ledger as p rescribed  by the State Housing Board 
Accounting Manual is not being maintained. This folio is  m ost im portant and should be 
incorporated with the records as soon as possible.
Dwelling Rent Schedule - Account 3100: The State Housing Board, in L e tte r of 
Instruction No. 12, directed that certain  subsidiary accounts to Account No. 3100 be set 
up. These accounts should have been established for the quarter beginning Ju ly 1, 1953 
and it is therefore recommended that this d irective be forthwith complied with.
Utilities: The recommendation of the State Housing Board relative to the in crea se  
in the charges for utilities has not been properly applied. This m atter was brought to 
the attention of the proper personnel and it is  understood that the n ecessary  adjustm ents 
will be made in the near future.
Insurance: A comprehensive liability  insurance policy expiring on D ecem ber 15, 
1955 was canceled on July 27, 1953 by the State Housing Board, and a new policy with an­
other company was substituted on the sam e date. The premium on the canceled policy 
for a three year term  cost $63. 56, w hereas the premium on the new policy cost $52. 41 
for a term of one year. The amount of coverage on both policies was the sam e.
NANTUCKET HOUSING AUTHORITY REPO RT NO. 54-H -28
Subsidy Paym ents: A Subsidy totaling $ 8 ,047 . 52 representing 10% of the total de­
velopment co sts  of $80, 475. 24, w ill ultim ately be paid to the Town of Nantucket by the 
Commonwealth.
To date of audit, payments as shown by the record s in the office of the Town T r e a s ­
urer of Nantucket, w ere made as follow s:
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February 1952 $ 1 ,6 0 9  50
February 1952 1 ,6 0 9  50
August 1952 1 ,6 0 9  50
Septem ber 1953 1 ,6 0 9  51
$ 6 ,4 3 8  01
T ra n sfe r  of P ro fit: It was noted that the operating profit of $2 , 284. 60 for
p ro ject fo r the calend ar year 1952 was turned over to the Town of Nantucket during 1953. 
It was fu rth er noted that the operations fo r the f i r s t  nine months of the 1953 calendar 
y ear indicated a profit of $1 , 603. 61. It is  understood that the annual profit for the en­
t ir e  year w ill be turned ov er to the Town of Nantucket a fter the c lo se  of the year.
R ents: The sh e lte r  rent amounting to $ 4 2 .0 0  per dwelling unit is  based upon an 
average of lo ca l rents and not upon incom e o r fam ily statu s. N either equipment nor util­
it ie s  a re  provided by the Authority, each tenant pays fo r his own.
Blanket P osition  Bond: It was noted that due to a misunderstanding the Blanket 
Position  Bond of th is Authority was not renewed. It is  understood that co rrectiv e  action 
w ill be taken im m ediately to provide the prop er Bond coverage.
D eposits of C ollection s: It was noted that cash  on account of rent rece ip ts is  not 
being deposited until a consid erable length of tim e has elapsed a fter collection . It is 
suggested that a ll such funds be deposited within a reasonable tim e a fter th eir receip t.
U tilitie s : It was noted that an expenditure was made fo r hot w ater h eaters at this 
p ro jec t which was not anticipated in the 1952 budget and resulted  in the actual disburse­
m ents exceeding the budget estim a tes . It was noted that provision to rep lace eight of 
th ese h ea ters had been made in the 1953 budget.
R E V E R E  HOUSING AUTHORITY REPO RT NO. 54-H -29
Tem porary P ro je c ts
M aintenance of A ccounts: It was noted that a t r ia l  balance of the ledger was not be­
ing taken each month. It was fu rth er noted that an entry in the month of A pril 1953 had 
not been posted, indicating that th ese accounts had not been recon ciled  at least since that 
date. It i s ,  th ere fo re , suggested that a com plete t r ia l  balance should be taken and a 
statem en t prepared at the c lo se  of each month.
Secu rity  D eposits: In checking th is account it was noted that there was in its bank 
account $ 9 0 .0 0  m ore than the control account balance. On checking, it was learned that 
refunds which had been made to fo rm e r tenants had been paid from  the Administration 
Fund.
The reason  advanced fo r not paying the refunds from  the proper account was that it 
w as consid ered  that it would affect the accru a l of in terest.
O ther Incom e: This account indicated a balance on O ctober 31, 1953 totaling 
$310. 90. On checking, it was learned that the item s com prising this account should have 
been entered as follow s:
1. An insurance policy had been canceled and a refund of $290.40
receiv ed . T his amount should have been credited to the expense 
account fo r Insurance and not to O ther Income.
2. A rental charge to a tenant had been charged off against the R e­
se rv e  fo r  Vacancy and Collection L o sses  as uncollectible . It 
was subsequently paid by the fo rm er tenant. The c o rre c t pro­
cedure for handling this item would have been to bring back the 
amount previously charged off and cred it it with the collection .
It was fu rth er noted that in terest in the amount of $18. 62 had been cred ited  to the 
Secu rity  Deposit Account. This amount was properly credited to O ther Income while the 
cu rren t audit was in p ro g ress .
Surplus: The surplus fo r the 1952 year was computed as $7, 2 3 0 .0 4  and was remitted 
to the City of R evere in February 1953. This surplus is  not paid as an incom e item  but as
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"Paym ent in Lieu of T ax es" and is  so c lassified  on the records of the Authority.
Chapter 200-1  -  Tem porary Financing
Overpayment to C ontractor: As stated in the p rior audit report,^an 
had been made to the con tractor fo r the f ir s t  group of units cons ru ‘ cred it ^rom 
ment, which was in the amount of $184. 50, was the result of not to b d ta g  a cred it I ro 
a change ord er. The books s t ill  show this amount because no fu rth er se^ e ^  a c ce pt- 
been made to the contractor from whom $11, 500 .00  has been retaine u 
ance of the contract is  made.
Amortization of Note P rem ium : A premium of $141 580 .75  was receiyecI on the 
issuance of the Sixth S e ries  Notes which w ere issued in the ¡mount^of $3I , 60 , . •
These notes were dated A pril 28, 1953 and are  due January 28 19!54 at ‘ h® of 
It was noted that the premium indicated is not being co rre ctly  distnbu f
the notes. In this connection the am ortization is being made on a m0^ hly_ ^ ls tr I“ ‘°  °  „ 
$12 949.45 rather than $15 ,848 . 59, a difference of $ 2 ,8 9 9 .1 4  a month. This ma 
discussed with the a rch ite c t's  accountant who agreed that his computation was in co rr . 
An adjustment of $14 ,785 . 60 was made as of October 31, 1953 to c o rre c t the account.
Deposit of Premium Funds: Attention is  directed to the fact that the premium of 
$141,580.75 received from the sa le  of notes under tem porary financing had been s e g re ­
gated for deposit and investment. In this connection Treasu ry Notes in the amoun o 
$140,000.00 were purchased and the balance was left on deposit.
Accounts Receivable and Payable - Development and A dm inistration: An analysis 
of these accounts indicated that they included sev era l old item s which appear as Accounts 
Receivables in the Administration Account and as Accounts Payable in the Development 
Account. These accounts should be tran sferred , the present Accounts R eceivable and 
Accounts Payable should be liquidated and the cash  position adjusted. The total amounts 
which were involved were $853. 68 and were brought to the attention of the Authority s 
accountant who made the n ecessary  bookkeeping adjustments while the audit was in prog­
ress. The cash accounts will be adjusted at the tim e this accountant prepares his next 
statement when it is  understood he will advise the Authority's accountant to draw the 
necessary check.
Miscellaneous Income: It was noted that $239. 50 of unearned premium on United 
States Treasury B ills  had been in correctly  credited to th is account. This cred it was 
actually due to the Development Account and was adjusted while the audit was in p ro g ress .
It was also noted that interest earned from the Security Deposit Fund had not been 
credited to this account in the amount of $ 7 5 .10 . This was brought to the attention of the 
accountant, who made the n ecessary  adjustment while the audit was in p ro g ress .
Loam Removal -  P ro ject 200-1 Extension: The previous audit rep ort commented 
that approximately twenty loads of loam had been taken from the s ite  of th is p ro ject and 
used on the Federal pro ject. To date no settlem ent of this transaction  has been effected . 
The m atter was discussed with the Executive D irecto r of the Authority, who submitted 
the following memorandum with referen ce to it:
D ecem ber 1, 1953
"In connection with the item of Loam Removal -  P ro je c t 200-1  extension, as appearing 
on Page 9 of the State Auditor's 1952 Report, t h e ------------- N u rseries handled the land­
scaping work on both P ro je ct 200-1 extension and the Fed eral P ro je c t . Approximately 
20 loads of loam were taken from P ro je ct 200-1 extension and used on the F ed eral P r o j­
ect. It was expected that P ro je ct 200-1 extension would be completed long before th is
date but we have had considerable difficulty in getting t h e ------------- Company to return
here to complete som e rough grading before t h e ------------- N u rseries can com plete the
seeding and planting.
"Arrangem ents had been made with t h e ------------- N u rseries to e ith er make a cash s e t t le ­
ment for the 20 loads of loam , or arrangem ents would be made to have them do som e 
work for us equal to the value of the loam .
"In order to hasten the completion of P ro je ct 200-1  extension a conference had been a r ­
ranged at the State Housing Board for D ecem ber 2nd of this year but th is has been post-
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poned a few days becau se of the inability of the Attorney f o r --------------Company to be
p resen t on that date. The payment of th is  20 loads of loam w ill be one of the item s that 
w ill be c leared  at th is c o n fe re n ce ."
G en eral -  Chapter 200-1  and Tem porary P ro je c ts  Expenses to National Association 
of Housing O rganizations Convention: It was noted that two M em bers of this Authority 
and its  Executive D irec to r attended a Convention in Buffalo, New York of the National 
A ssociation  of Housing O rganizations in O ctober 1952. The trav el expenses, e t c . , were 
handled by making an orig in al advance in O ctober 1952 of $600. 00 and paying the balance 
of $ 9 0 .0 0  in N ovem ber. The total convention expenses w ere distributed as follows:
Chapter 200-1  $345 00
T em porary  P ro je c ts  172 50
F ed eral P ro je c ts  172 50
$690 00
Expense rep o rts  w ere subm itted in November 1952 but w ere not actually recorded. 
B e cau se  of th is the accounts in P ro je c t 200-1  did not show the proportion properly 
ch argeab le  to it . The accounts indicated an Account R eceivable of $345 .00  which should 
have been charged to Development C osts. The item was adjusted while the audit was in 
p ro g re ss .
STONEHAM HOUSING AUTHORITY REPORT NO. 54-H-30
P ro je c t 200-1
Investm ents: It was noted that $ 1 5 ,0 0 0 .0 0  which had been invested in U. S. T reas­
ury N otes in June 1953 and which m atured on Septem ber 10, 1953 were s t ill  on hand as 
of the date of the inception of th is audit. It is  urged that such m atters be taken care of 
prom ptly so that the maximum amount of in terest may be earned.
T enants' Secu rity  D eposit Refunds: It was noted that the refunds of the Tenants' 
Secu rity  D eposits a re  s t i l l  not being reflected  on th eir respective ledger sheets. It is 
th e re fo re  again recom m ended that such en tries be passed through these ledger accounts.
C om prehensive P ublic L iab ility  Insurance R ates: It was noted that the insurance 
p o licie s  fo r  th ese p ro je c ts  w ere canceled by direction of the State Housing Board. These 
p o lic ie s  which had been paid fo r at the ra te  of $ .7 5 6  per unit per year were subsequently 
rep laced  with o th er p o licies to co st at the respective ra tes of $1 .87  for P ro ject 200-1, 
and $2. 25 fo r  P ro je c t  2 0 0 -2 , per unit per year.
GARDNER HOUSING AUTHORITY REPORT NO. 54-H-31
Perm anent Financing: It was noted that the Commonwealth subsidy contribution for 
P ro je c t  2 00 -2  for its  second year af Perm anent Financing was $ 8 ,3 4 5 .4 5  and was 
computed as follow s:
2 1/2%  of Total C osts $12,850 00
Reduction R eserve Applied 4, 504 55
$8 ,345  45
This contribution was paid to the Second National Bank of Boston on or about June 15,
1953
It was also  noted that the Commonwealth subsidy contribution fo r P ro je ct 200-3 was 
$9 100 00 for its f ir s t  year under Perm anent Financing and was paid to the Second Na­
tional Bank of Boston, the fisca l agent, on the following dates:
M arch 1, 1953 -  1/4  of Contribution $ 2 ,275  00 
Septem ber 1953 -  3 /4  of Contribution 6 ,8 2 5  00 
2 1/2% of Total Costs $9 ,1 0 0  00
A c c o u n t s  Payable -  Development -  P ro ject 20 0 -2 : The record s of this Authority 
.. » i in this category of $3 ,144 . 24 as of the audit date. It was ascertained
th ft o n !v ^ l  592 34 of that amount actually represented lia b ilitie s . The d ifference is 
supposed to be the anticipated cost of work not yet started .
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Insurance: This Authority was form erly  insured for Comprehensive Public L iab il­
ity as follows on a th ree year b a s is :
Annual
Period Units Prem ium
P ro ject 200-2  August 1, 1951 to August 1, 1954 41 $31 02
P ro ject 200-3 D ecem ber 8, 1951 to D ecem ber 8, 1954 26 19 31
This policy was canceled effective July 27, 1953 by direction of the State Housing 
Board and the prem ium s refunded w ere $3 1 .4 5  and $26. 90 respectively .
Subsequently new insurance for apparently the sam e coverage was written with an­
other insurance company, as follow s, on an annual b a sis :
Annual
Period Units Prem ium
P ro ject 200-2 July 27, 1953 to July 27, 1954 41 $76 76
P roject 200-3 Ju ly  27, 1953 to July 27, 1954 26 53 90
In addition to the above cancellation s, the policy covering P rop erty  Damage was 
also canceled effective July 27. 1953.
Contract for Installation of Storm Drain - P ro je ct 2 0 0 -3 : This Authority advertised 
for bids for installation of a storm  drain at its W aterford S tree t P ro je c t . It was also  
learned that two interested contractors verbally  declined to subm it a bid because "too 
much hand labor was involved in the w ork". It was noted that the contract was given to 
the only bidder of record for $4, 523. 00.
TAUNTON HOUSING AUTHORITY REP O R T NO. 54-H -32
Temporary Construction P ro je cts  -  Sale of Buildings: It was noted that the build­
ings and equipment of this pro ject were sold during the cu rren t audit period with the ap­
proval of the State Housing Board and the City of Taunton. However, inasmuch as the 
highest bidder refused to accept the buildings, they w ere disposed of to the second high­
est bidder and legal action has been started to recov er dam ages. B ecau se the orig in al 
bids had been given to a Boston attorney, who is preparing the legal action, the copies of 
the bids were not examined in connection with this audit.
P ro ject 200-1 -  A rch itect's F e e : It was noted that a balance of $192. 55 due to the 
architect for work done in connection with the construction of this p ro ject is  s t il l  unpaid 
pending disposition of bankruptcy proceedings against him.
P ro ject 200-1 -  U tilities: In an effort to reduce what appears to be excess iv e  co sts  
of heating at this p ro ject, a contract for $ 6 ,8 7 4 .0 0  was awarded on November 3 , 1953 to 
revise the present system . It was also  noted that the sum of $ 4 9 ,0 0 0 . 00 had been a l­
lotted for this purpose.
P ro ject 200-1 and P ro je ct 200-2  -  Review of Incom e L im its : It was learned that 
the Authority is  presently engaged in revising the occupants' incom e lim its  in ord er to 
make m ore fam ilies elig ib le. This action should reduce vacancy lo sse s .
P ro ject 200-1 and P ro je c t 200-2  - Rent R o lls : It was noted that the preparation of 
monthly Rent Rolls have been discontinued. These schedules have a purpose and it is 
recommended that they be reinstated.
P ro je ct 200-1 and P ro je c t 200-2  -  Insurance (Property Damage): It was noted that 
property damage coverage on these p ro jects  which would have expired on D ecem ber 1 
1954 was canceled by direction  of the State Housing Board on July 27, 1953. According 
to the State Housing Board, this insurance was originally w ritten to protect the Authority 
against liability  fo r damage to tenants’ personal property, e t c . , and inasmuch as cla im s 
of this nature have been negligible in amount th ere would be a resultant savings of the 
cost of th is insurance, which it was estim ated was 30? per unit.
Comprehensive Public Liability Insurance R ates: It was noted that insurance poli 
c ies  which w ere in effect fo r th ese p ro jects  were canceled by the State Housing Board,
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effectiv e as of Ju ly 27 , 1953. T hese p o licies which had been paid fo r  at the rate of 
$ .7 5 6  per unit per y ear w ere subsequently replaced with other policies to cost at the 
resp ectiv e  ra te s  of $ 4 .3 5  fo r P ro je c t 200 -1  and $ 2 .2 5  fo r P ro je c t 20 0 -2 , per unit per 
y e ar.
ANDOVER HOUSING AUTHORITY REPO RT NO. 54-H -33
Books Not Closed at End of F is c a l  Y e a r : It was noted that the f irs t fisca l year 
under perm anent financing of this Authority ended on M arch 31, 1953, yet the income and 
expense accounts which should have been closed  as of that date were s t il l  open on the 
date of audit. This m atter was brought to the attention of the proper personnel and the 
n ece ssa ry  en tr ies  w ill be made in the n ear future.
Duplication of Bonds R etired : Although th is Authority has completed only one year 
under perm anent financing, it was noted that the balances in the Bonds Retired account 
and in the Development Cost Liquidation account totaled $ 2 0 ,0 0 0 .0 0  respectively. The 
Debt S e rv ice  Schedule in d icates, however, that only $ 1 0 ,000 . 00 in bonds had been re ­
tired  at the c lo se  of th is f i r s t  f is c a l  year. This m atter was also  presented to the proper 
personnel who w ill arran g e fo r the n ecessary  adjusting entry in the near future.
Accounts P ayable -  V ouchers: It was noted that the accounts payable vouchers now 
being used do not indicate the distribution of the expenses. It is  suggested that these 
vouchers include th is im portant inform ation.
Paym ent in Lieu of Taxes Due Town of Andover: It was determined that on the audit 
date the Authority owed the Town of Andover $ 1 ,0 2 6 . 40 as a "Paym ent in Lieu of Taxes" 
fo r  the y e a r ended D ecem ber 31, 1952. It was learned that this payment will be made in 
the n ear future.
It is  recom m ended, however, that such future payments be made m ore promptly.
Com prehensive Public L iability  Insurance: It was noted that the Comprehensive 
P ublic L iab ility  insurance in effect was canceled by direction of the State Housing Board 
as of Ju ly  27, 1953 and com parable coverage substituted. A comparison in the old and 
new ra tes  follow s:
Yearly Premium
Canceled P olicy  $ 42 37
New P olicy  144 72
LYNN HOUSING AUTHORITY REPORT NO. 54-H-34
G eneral -  Cash Count: The count of cash  on the opening day of the audit indicated a 
sh ortage of $6. 40 in the petty cash. T here was also  an overage of $3. 94 in the general 
cash  account which is  derived from rent co llections. Upon inquiry it was determined 
that it has been the p ra c tice  of the Authority's em ployees who collect rents to borrow 
from  the petty cash  fund fo r change purposes when the funds in the general cash drawer 
w ere inadequate, without making a record of this borrowing in the general cash drawer.
It is  recom m ended that a voucher be made out for all withdrawals from petty cash.
G en eral -  Invoices: A few instances were noted where the Authority had neglected 
to take advantage of cash discounts. In one other instance it was also  noted that the Au­
thority  had paid a higher p rice  for paint than that which had been quoted by the vendor in 
h is proposal. These overpayments were brought to the attention of the Authority's ac­
countant and reim bursem ents were received when the audit was in p rog ress.
G eneral -  Board M em bers' Compensation: It was noted that the computation used in 
establish ing compensation for the board m em bers had been based upon the gross rent 
ro lls  without any adjustment for m ove-outs. This m atter was brought to the attention of 
the accountant and it is understood that the n ecessary  adjustm ents will be effected when 
the next payment to the board m em bers will be made.
G eneral - O ffice T im e R ecord s: It was noted that adequate tim e record s were not 
being maintained for office personnel. In the absence of such record s leave data was not 
available. It is ,  th erefore , recommended that such n ecessary  tim e record s fo r  its  of­
fice  personnel be Installed.
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G eneral -  Pay R oll: An examination of the pay roll computations for overtim e pay 
for maintenance personnel indicated m inor variances between the respective tim e s ee s 
and the weekly summary sh eets. At present, th ere is  no form al approval by the Super­
intendent of M aintenance of the hours worked. It is , th erefore, recommended that e 
approve the weekly sum m ary sheets showing regular and overtim e hours worked.
It was also noted that the pay rates of certain  employees had not been form ally ap­
proved in the minutes of the board’s m eetings. It is  suggested that these be recorded in 
the ininutes together with the authorizations for employment and the respective ra tes  of
pay.
General - Leave Pay: It was noted that on the term ination of the employment of the 
form er Executive D irector to accept an appointment as D irecto r of the State Housing 
Board, he was paid $420 .00  for 21 days of accumulated vacation leave for the period 
July 1948 to February 28, 1953. This payment was prorated as follow s:
State and City P ro je cts  $272 12
Federal P ro je ct 23-1  147 88
$420 00
In this connection it was noted that in the Management Program  of the Chapter 200 
Project, Paragraph HI -  Personnel P o lic ies  reads:
” ..........No employee shall accru e m ore than 10 days of vacation leave
without specific approval of the Authority, and, in the event of sep ara ­
tion or term ination of employment for any cause, any unused leave 
shall be compensated to the employee at his regularly established pay 
rate. ”
There was no record in the minutes of the m eetings to indicate that this accru a l of 
leave had ever been authorized by the Authority. It was learned, however, from  the 
present Executive D irector that this accru al of leave had been approved at a regular 
meeting, but apparently through oversight had not been recorded in the m inutes of that 
meeting. It was further noted that there had been no leave record s m aintained and that 
the amount of the accumulated vacation leave had been based on a statem ent of the form er 
Executive D irector.
General -  Tenants' Security Deposits: The recon ciliation s of th ese deposits indi­
cated that accounts in P ro je cts  200-1 and 200-4  included deposits of certa in  tenants who 
had vacated apartments s t ill owing rent. This m atter was brought to the attention of the 
accountant and it is  understood that the n ecessary  adjustm ents will be made.
General - Income Review: It was noted that the Authority had not conducted an an­
nual review of the tenants’ incom es for the purpose of rental adjustm ents sin ce  tenants 
had originally moved into the Chapter 200 p ro jects . It is  understood, however, that such 
a survey is now in process.
In this connection attention is directed to the fact that the newer tenants a re  paying 
rentals based on current income w hereas the long-term  occupants' ren ta ls  a re  computed 
on past earnings.
General -  Fuel Oil C ontracts: As of the date of audit the Authority had not so licited  
proposals for new fuel oil contracts for the Chapter 200 p ro jec ts . The previous con­
tracts for P ro je ct 200-1 and P ro je ct 200-3 had expired on May 31, 1953 and that for 
P roject 200-4 on Septem ber 30, 1953. The Authority has continued to purchase its  fuel 
oil requirem ents from the sam e supplier sin ce term ination of the aforem entioned con­
tracts.
The Executive D irecto r indicated on questioning that this was an oversight on h is part 
and that the Authority was now in the p rocess of requesting proposals fo r its  fuel o il r e ­
quirements.
G eneral -  Investm ents: As of the date of audit, the cash balances in the A d m inistra­
tion Funds of P ro je c ts  200-1  and 200-4  were $ 3 2 ,0 9 6 .2 8  and $ 1 3 7 ,6 9 4 .9 2  resp ectiv ely  
Smce these balances appear to be in ex cess of the im mediate cash requirem ents of th ese 
p ro jects , it is suggested that consideration be given to investing it where in terest mav be 
eampri J
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'  Palnt P u rch ase: In connection with the purchase of paint in the 
amount of $244. 92, it was noted that th ere  was no bid proposal o r evidence of p rice  r e ­
quest oth er than that which applied to the ultim ate vendor. It is  suggested that the Au­
thority  m ake every effort to conform with Section (b) of the Purchasing P o lic ies  of the 
Management Program  which s ta te s :
"A ll pu rchases and con tracts  involving a sum of not le s s  than $50. 00 
and not m ore than $ 3 0 0 .0 0  sh all be made only a fte r  o ra l o r telephone bids 
(confirm ed in writing) have been obtained from  at lea st th ree vendors or 
c o n tra c to r s ."
P ro je c t 200-1  -  Secu rity  Deposit Fund: It was noted that the secu rity  deposits of 
the tenants residing in th is p ro ject w ere deposited in a sep arate  fund w hereas the de­
p osits of the tenants in the oth er two Chapter 200 p ro jec ts  a re  ca rr ie d  under the Admin­
istra tio n  Fund. Since th ere  is  no apparent reason for this inconsistency in handling com­
parable funds, it is  recom m ended that a ll such balan ces be handled through th eir  resp ec­
tive A dm inistration Fund cash accounts.
P ro je c t 200-3  -  Result of O perations: The resu lt of operations for the second fisca l 
y e a r under P erm anent Financing which ended on M arch 31, 1953 reflected  a surplus of 
$840. 98 a fte r  the application of the Commonwealth Contribution of $ 1 7 ,3 4 0 . 56 and the 
Contribution Reduction of $ 1 ,1 0 9 . 44 . T his surplus of $840. 98 is  to be used to reduce the 
Commonwealth Contribution fo r the fis c a l  year ending M arch 31, 1954.
P ro je c t  200-3  -  B lack  Top Work: On a proposal requesting bids fo r b lack topping 
the p ro jec t a re a  only one bid was apparently received  even though four con tractors had 
been invited to bid. This bid in the amount of $3, 9 8 5 .0 0  was subsequently approved by 
the State Housing Board.
It would seem  that the Authority should have employed the medium of public adver­
tisin g  on work involving such an amount.
P ro je c t 2 00 -4  -  Incom e: In checking the sh eets on which rent ro ll adjustm ents were 
recorded , it was noted that the Dwelling Rent Income account was understated by $331. 50 
while the Tenants' Secu rity  D eposit account was overstated  in a like amount because of 
e r r o r s  in posting. This m atter was brought to the attention of the accountant and the nec­
e ssa ry  adjustm ents w ere made during the cou rse of the audit.
P ro je c t  2 00 -4  -  Sundry P aym ents: It was noted that the Authority requested the ap­
proval of the State Housing Board fo r the expenditure of $1, 952. 04 fo r the installation of 
eight sump pumps. In this connection it was learned that the Authority did not so licit 
bids fo r  th is work n or did it seek  p rio r approval of the State Housing Board apparently 
b ecau se of the em ergency conditions which w ere created  by heavy rain s which flooded 
eight c e l la r s .  T h ere was no record  in the m inutes of the m eetings approving this work.
It was also  noted that m aintenance supplies in the amount of $567. 29 were apparently 
purchased without the p rio r approval of the State Housing B oard . It was also  learned 
that bids w ere not so lic ited  fo r  th is pu rchase. It was explained by the Executive D irector 
that th ese item s had been on a previous l is t  of m a teria ls  approved fo r purchase by the 
State Housing Board . On checking, however, it was noted that the only such lis t on file 
did not include certa in  of the p articu lar item s re ferred  to.
It would appear, however, that despite the fact that the purchase of com parable items 
had been approved som e tim e previously , cu rren t approvals should have likew ise been 
obtained.
P ro je c t  2 00 -4  -  Budget: An exam ination of the general ledger indicated that there 
had not been recorded th erein  the provisions fo r the Payment in Lieu of Taxes or the 
O perating R eserv e  as outlined in the approved budget. This m atter was brought to the 
attention of the accountant and it is  understood that the n ecessary  adjustm ents will be ef­
fected .
P ro je c t  2 00 -4  -  Landscaping: T h is p ro ject was visited and it was noted that the 
grounds w ere in a poor condition. Upon inquiry, it was learned that the lawn and planting 
work which had not been specified  in the orig in al construction contract had never been 
accom plished . The Authority had intended to do this work under a sep arate contract, but 
the actual constru ction  co sts  greatly  exceeded that estim ated with the resu lt that the funds 
which had been borrow ed under the te rm s of the Contract fo r Financial A ssistan ce then in 
e ffec t, w ere eshausted.
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The Executive D irector stated that an amended Contract for Financial A ssistance 
which would have provided sufficient funds for the n ecessary  work had been submitted to 
the Mayor of Lynn in June 1952 fo r his signature, but had not been signed. Without this 
approval, the current contract cannot be amended and it, th erefore, appears that these 
grounds cannot be landscaped until this approval is obtained.
Temporary Construction P ro je c ts : Of the 113 units of this type which were o rig i­
nally operated by the Authority, th ere are  now only eight under its control as of the date 
of audit. The other units have been turned over to the City as they becam e vacant.
Comprehensive Public L iability Insurance: It was noted that such insurance in e f­
fect for the Chapter 200 p ro jects  had been canceled by direction of the State Housing 
Board as of July 27, 1953.
Subsequent to that date this insurance was replaced with com parable coverage. It 
was noted, however, that the premium which had been paid for on the old contract at the 
rate of $. 756 per unit per y ear, was now being paid fo r as follows:
P ro ject 200-1 $4 18 P e r  unit per year
P ro ject 200-3 5 65 P er unit per year
P roject 200-4 5 14 P e r  unit per year
Revolving Fund -  Advances: It was noted that the average monthly expenditures 
from this fund for the account of the Federal pro ject exceeded the amount of the cash ad­
vance from that project. It was also noted that the Revolving Fund reflected  an advance 
of $1.118.00 from the P ro je ct 200-4 Development Fund even though th ere a re  no longer 
any expenditures chargeable to it.
This m atter was brought to the attention of the accountant and it is  understood that 
the necessary adjustments will be made.
MONTAGUE HOUSING AUTHORITY REPO RT NO. 54-H -35
Debt Service Payments: This Authority pays into its  Debt Serv ice  Fund through its 
fiscal agent each year from rental income an amount which together with amounts r e ­
ceived from other sources will equal that f isca l y e a r 's  total debt requirem ents. This 
amount had been paid in ten monthly payments, and one twelfth of the total was paid on 
or about the fifteenth day of the month in each of the f irs t nine months and the balance 
was paid on or about the fifteenth day of the tenth month. As of January 1, 1953, the 
start of the third fisca l year under Perm anent Financing, this routine was changed and 
amount was paid in one payment and was forwarded to the fisca l agent on o r before  the 
eleventh month of the fisca l year. This payment which totaled $ 3 ,1 5 7 .1 5  was computed 
as follows:
Debt Service Requirement for Y ear 
Less:
Commonwealth Contribution 
2 1/2% of Premium 
Interest on Investment 
Requirement for Y ear
$ 11 ,477  50
$ 8 ,1 2 5  00 
125 35
70 00________8 ,3 2 0  35
$3 ,157  15
a n m ,fi°r^ n 0 nW ealthi £ 0 n tr ib u ti0 n : ™ s  Authority also received $ 8 ,1 2 5 .0 0  as its third 
annual Commonwealth Contribution and represents 2 1/2% of the development co sts  which 
s the maximum possible subsidy payment. This was n ecessary  because of the defirH 
rom operations during the second fisca l period in the amount of $8, 291. 55.
Tenants' Rents: In this connection the previous audit stated:
The examination of the rental charges to tenants revealed sev era l 
instances wherein the rental charges were too low in relation to the 
enants reported incom es. It is suggested that m ore ca re  be taken in 
the application of the graded rent schedule to the tenants' reported in- 
com es.
It was noted that the Authority voted at its  meeting of April 27 1953 to 
changes, as working conditions in the area  appeared unstahle anri the t i °  m ak e n0 ren t 
look did not seem  at that tim e to be p ro m isSg  mCOme ° Ut’
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It was fu rth er noted, as a re su lt of the verification  of tenants' incom es in A pril of 
1953, th ere  appeared to be 9 tenants whose rental ch arges w ere low in relation  to th eir 
reported incom es. It is ,  th ere fo re , suggested that the computation of tenants' rental 
ch arg es be m ade in accord an ce with the m anagem ent resolution.
Com prehensive L iability  Insuran ce: The Com prehensive L iab ility  Insurance P oli­
c ie s  fo r  the 30 units at the Montague Housing Authority w ere canceled as of July 27, 1953 
by d irection  of the State Housing Board and refunds w ere accordingly received on the fol­
lowing p o lic ie s :
T erm
Cost of
P olicy  No. Units 3 Y ear Prem ium  Refund
January 10, 1953 to 
January 10, 1956 
A pril 13, 1953 to 
A pril 13, 1956
10365 12 $27 24 $22 32
10389 18 40 86 
$68 10
36 94 
$59 26
These p o licies w ere replaced with a one year policy to cost $ 1 2 7 .8 3 , which repre­
sen ts an in crea se  of from  $. 756 to $4. 26 per unit o r m ore than 460%. It was noted that 
the m em bers of the Authority protested th is arrangem ent and have requested an explana­
tion from  the Chairm an of the State Housing Board. It is  a lso  mentioned that the invoice 
fo r  the premium on the p resent policy had not yet been approved for payment by the 
Chairm an of th is  Authority as of the date of this audit.
Accounts R eceiv ab le : It was noted that one tenan t's rent in the amount of $151.00 
has been outstanding fo r m ore than one y ear. It is  recommended that this account be 
charged off as u n co llectib le , with the approval of the Chairm an of the State Housing 
B oard , if it is  determ ined that it is  uncollectib le .
NORTHAMPTON HOUSING AUTHORITY REPO RT NO. 54-H-36
Revolving Fund: The previous audit suggested that each p ro ject reim burse the Re­
volving Fund at the end of each month fo r  th eir  proportionate sh are of the disbursements 
m ade from  that Fund. It is  again recommended that the Revolving Fund be reimbursed 
at the c lo se  of each month by each p ro ject.
It was also  noted that sin ce its  inception the balance indicated as on deposit from 
each  p ro jec t on the reco rd s of the Revolving Fund did not agree with the balance shown in 
the general ledger of each p ro ject.
D iscounts Lost -  G en eral: The two previous audit reports indicated that the Author­
ity had neglected to pass b ills  fo r payment in sufficient tim e to take advantage of dis­
counts offered .. During th is audit period, a total of $67. 81 was lost because discount 
te rm s w ere not m et. Of this amount $4 6 .7 2  represented a 10% penalty on water b ills . It 
is  again recom m ended that a ll b ills  be passed fo r payment promptly to allow the taking of 
discounts.
V eteran s' Tem porary P ro je ct
Sale ol Build ings: T his Authority as of the date of audit s t ill  controlled 2 buildings 
with 16 units of the V eteran s' Tem porary P ro je c t . It was noted that 4 buildings with 32 
units have already been turned over to the City Property Com m ittee, who have sold them 
at public auction. The buildings w ere subsequently demolished. It is  understood that the 
rem aining 16 units w ill be disposed of in the sam e m anner as soon as each building be­
com es com pletely vacant.
Secu rity  Deposit Fund: Attention is  directed to the fact that the Security  Deposit 
Fund fo r th is p ro ject has been discontinued and the n ecessary  refunds were made to 
tenants. It is suggested that the sm all balance remaining in this Fund be credited to 
M iscellaneou s Incom e.
Surplus -  V eterans' Tem porary P ro je c t : The accum ulated surplus of this pro ject on 
D ecem ber 31 , 1952 totaled $8, 9 5 3 .4 3 , and the Authority paid to the City of Northampton 
$3 500 00 This amount is  the only payment from  surplus made to the City sin ce the Au­
thority assum ed operations. It was learned that fu rth er payments a re  being withheld until
P .D . 6
247
D ecem ber 31, 1953, to be used in the event that there develops a final 
for the 1953 year. In this connection it was noted that from January 1,
31, 1953, this p ro ject showed an operating deficit of $ 3 ,7 4 5 . 52. It was f“ r  e r  "  ’ .
however, that this amount includes accru a ls of taxes and ground rent on ui ing 
have already been sold.
Accounts Receivable -  Tenants’ R ents: It was noted that tenants' rents totaling 
$396.10 w ere charged off as uncollectible during the period under audit. T hese 1 ems 
were approved by the m em bers of the Authority and this fact was recorded in e mm 
utes of th eir m eetings.
P ro je c t 200-1
Debt Service Paym ents: This Authority pays into its Debt Serv ice  Fund through its  
fiscal agent each f isc a l year an amount, which together with amounts received from  
other sources will equal that f is c a l y e a r 's  total debt requirem ents. This amount has 
previously been paid in ten monthly payments, one twelfth of the total being paid on or 
before the fifteenth day of each of the f irs t nine months, and the balance being paid on o r 
before the fifteenth day of the tenth month of the fisca l year.
However, commencing on January 1, 1953, the start of the third f isc a l y e ar, this 
amount will be paid in one payment which will be forwarded to the f isc a l agent on the 
first day of the eleventh month of the f isca l year. The Authority, on November 16, 1953, 
paid to its fisca l agent the sum of $9 ,912 . 09, which was computed as follow s:
Bonds Maturing and Interest
Payable January 1, 1954 $32 ,907  50
L ess:
State Contribution $22, 420 23
Interest on Investment 210 00
1/40 of Premium 365 18_____ 22, 995 41
P ro ject Requirement $9^J)12_09
This Authority has also received, as provided in the Contract for Financial A ss is t­
ance with the Commonwealth, its third annual subsidy payment in the amount of 
$22 ,420.23 . This amount is  $ 1 ,1 2 9 .7 7  less  than the maximum subsidy of 2 1/2%  of the 
development costs and was effected by applying the second fisca l y e a r 's  surplus to the 
reduction of the maximum subsidy.
Bonds and Coupons Paid Memorandum R eg ister: It was noted that the Memorandum 
Register, which should lis t canceled bonds and coupons received from the f isc a l agent as 
prescribed by the State Housing Board in its Letter of Instruction No. 14. dated July 21, 
1953, has not been maintained. It is  recommended that th is re g is te r  be established .
Comprehensive Public Liability Insurance: The Com prehensive Public Liability  for 
Project 200-1 was reviewed and it was noted that on July 27, 1953 a policy covering 12 
units from February 6, 1953 to February 6. 1956 at a cost of $49. 94 was canceled and a 
refund of $42.14 was received by the Authority. It was also  noted that this Authority was 
without coverage on 12 units from April 1, 1953 to July 27, 1953 and on 58 units from  
July 1, 1953 to July 27, 1953. The State Housing Board failed to renew th ese p olicies 
when they expired. A new policy covering the 80 units at a co st of $2 1 8 .2 6  per y ear was 
in force on July 27, 1953. This new policy represents an in crease  in the co st of Com pre­
hensive Public Liability of from $ .8 5  per unit to $ 2 .7 3  per unit.
FRAMINGHAM HOUSING AUTHORITY REPO RT NO. 54-H -37
Title V and P ro je ct 372 -  T ran sfer of Surplus: P r io r  to this audit it had been the 
practice to tran sfer the surplus of these p ro jects  to the Town of Framingham  at the end 
of the calendar year. During the 1953 year, this policy was changed and now the surplus 
is transferred  at the end of each quarter. T ran sfers  of this nature made to the Town of 
Framingham during th is audit period were as follows:
T itle  V Chapter 372
Surplus -  1952 Calendar Y ear $6 ,491  24 $16 ,697  87
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Surplus -  1953 Calendar Y ea r: 
1st Q u arter 
2nd Q uarter $ 850 73 $ 4 ,0 6 2  692 ,3 4 8  35 4 ,411  70
$9 ,6 9 0  32 $25,172 26
In addition to the foregoing payments representing the surplus from operations in the 
Novem ber T  m T  aiK° UntS ° f $3 ' 105‘ 59 and $3 >333- 16 respectively , were effected on
Chapter 372 -  Sale of D wellings: Attention is  directed to the fact that this project 
consisting  of 20 buildings of 40 units is  being made available for sa le . The State Housing 
Board has advised this Authority to engage engineering serv ices  to lay out a plot plan of 
the dw ellings and also  an ap p raiser to value the plots when ready. It is further under- 
stood that the State Housing Board will a lso  cause an appraisal to be made of this property 
before  any sa le s  a re  finally effected . These sa les  w ill be made under authority of Sec­
tion 6, Paragraph (3) of Chapter 372 of the A cts of 1946, as amended.
P ro je c ts  200-1 and 200-2
Commonwealth's Contribution: The Commonwealth may make an annual subsidy 
contribution of not m ore than 2 1/2% of the final development co sts . These contributions 
fo r  the th ird y e a r of operations under perm anent financing will total $25, 547.03  for 
P ro je c t  200-1  and $13, 655. 10 for P ro je c t 20 0 -2 . These amounts were computed as fol­
low s:
2 1/2%  of Development C osts 
Deduct:
T ra n sfe r  of Second Y e a r 's  Surplus 
for Reduction R eserve
P ro je ct 200-1 
$ 33 ,400  00
7 ,8 5 2  97 
$25 ,547  03
P ro je ct 200-2
$21,000 00
7 ,3 4 4  90 
$13 ,655  10
It is  understood that the foregoing contributions will be paid to the F irs t  National 
Bank of Boston , the f is c a l  agent of th is Authority, on o r about D ecem ber 15, 1953.
Pay R oll: This Authority has seven em ployees, including the Executive D irector, 
but does not have an adequate pay ro ll system . In this connection p articu lar reference is 
made to the lack of tim e reco rd s and individual employee accounts to indicate accumula­
tion of s ick  leave and vacation tim e. This m atter was discussed with the Executive Di­
re c to r  who stated that this situation would be co rre cted  as soon as possible.
Accounts Payable -  Development -  2 0 0 -1 : The record s of this pro ject s t ill  reflect a 
to ta l balance in th is  account of $369. 81 as of the date of audit. No liability  however 
actually  e x ists  to substantiate th is amount. It is  understood that this amount represents 
the balance of what was orig in ally  an estim ate, and th erefo re , it is  suggested that it be 
adjusted.
In su ran ce: The following insurance p olicies on Comprehensive Public Liability were 
canceled  effectiv e July 27 , 1953, by d irection  of the State Housing Board. These policies 
which had been paid fo r at an annual ra te  of $ .7 5 6  per unit per year were subsequently 
rep laced  with new p olicies for the sam e coverage which were billed at the rates of $4.23 
p er unit per year fo r P ro je c t 200-1  and $ 2 .1 2  per unit per year for P ro je ct 200-2.
T enants' Accounts R eceivab le : The tenants' accounts receivable outstanding as of 
the date of audit totaled $ 1 ,9 3 0 . 34 for a ll p ro jects  as follow s:
Tem porary Construction P ro je c ts  
P erm anent Construction -  372 
P ro je c t  200-1  
P ro je c t  200-2
Of th is amount, $1, 544. 50 was owed by form er tenants and represents twelve individ­
ual accounts ranging from  $ 1 1 .0 0  to $ 3 7 5 .00 .
$ 469 44 
87 00 
787 63 
586 27 
$ 1 ,930  34
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Although this total of outstanding accounts is considerably less  than that note a e 
time of the previous audit, it is  n everth eless substantial and beyond what is  considere 
normal bounds.
It is suggested that a firm e r policy be applied toward the collection of all rents. I 
is further suggested that im m ediate steps be taken to enforce collection of the rents in 
a rre a rs , and those proving uncollectible be charged off the record .
PEABODY HOUSING AUTHORITY REPO RT NO. 54-H -38
Annual Report: Attention is directed to Section 26U of Chapter 121 of the G eneral 
Laws, as amended, which provides that the housing authorities shall make an annual re ­
port in the month of January to certain  State and Municipal o ffic ia ls . It was noted, how­
ever, that no reports fo r the calendar year 1951 and 1952 had yet been made by this Au­
thority. It is , th erefore , recommended that the n ecessary  steps be taken to com pile and 
submit these delinquent reports .
Petty Cash -  20 0 -1 : It was noted in certain  instances that petty cash expenditures 
were not being properly approved. It is , th erefore , suggested that regular form  petty 
cash vouchers be used and that the signature of the person authorizing it be obtained.
Luncheons and C onferences: It was noted that $420. 19 had been disbursed for 
luncheons and conferences during the audit period and was charged to the following:
P ro ject 200-1 $ 97 37
P ro ject 200-2 322 82
$420 19
The specific disbursem ents ranged from  $17. 37 to $143. 32. The la tte r  amount re p ­
resented that expended for a collation upon the occasion  of P ro je c t 2 00 -2  being opened.
Contract Awards - P ro ject 200 -2 : It was noted that Change O rder No. 6 for 
$1 ,161 .00 , Change Order No. 7 for $37. 63 and a cred it of $48. 00 on Change O rder No. 4 
had not been posted or journalized in eith er the Contract Award or Incom pleted C ontract 
Accounts in the general ledgers, thereby understating them both in the amount of 
$1,150. 63. It is  suggested that the n ecessary  adjustment be made forthwith.
Dwelling Rent Schedule -  P ro je ct 2 0 0 -1 : It was noted that only the actual rent and 
utilities charged to the respective tenants have been posted to th is account. In th is con­
nection the Manual for Accounting Procedure issued by the State Housing Board  s ta te s :
" ..........the cred it balance of this account rep resen ts the rental incom e,
including u tilities , which would be received from  the dwelling units if a ll 
units available for dwelling use w ere occu pied ."
Because of the present method of entering, the Dwelling Vacancy L oss is  not prop­
erly reflected. It is , th erefo re , recommended that the record s be m aintained in acco rd ­
ance with the State Housing B o ard 's  d irectiv es.
C ertificate of Purposes and Statem ent of Cash Requirem ents -  State Housing Board 
Form #46 - P ro je ct 20 0 -2 : It was noted that th ere  was not available the m ost recent 
amended form for the $ 3 5 2 ,0 0 0 .0 0  Contract fo r F in ancial A ssistan ce . This was brought 
to the attention of the Executive D irecto r who contacted the State Housing Board and on 
December 15, 1953, the n ecessary  form  was received .
Annual V erification  of Tenants' Incom es: Under the provisions of Chapter 200 of the 
Acts of 1948, as amended, tenants' rentals a re  based on th eir  respective incom es and/or 
family status. This incom e is  originally  verified  p rior to occupancy. T h ereafter annual 
verification should be arranged in accordance with adm inistrative ord ers of the Chairman 
of the State Housing Board, in ord er that th ere  be com pliance with the provisions of this 
statute with resp ect to the continued elig ib ility  of tenants and to ascerta in  that thev am  
paying proper ren ta ls. y
In this connection it was noted that no annual verification  has been made sin ce the 
occupancy of P ro je c t 200-1  on O ctober 1, 1950. It was noted the m inutes of the 
Authority’ s m eetings had made sev era l re feren ces to the possibility  of such a verif ica-  
tion, but to date no action has been taken.
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E stablishm ent of a Revolving Fund: It was noted that disbursem ents of expenses 
applicable to m ore than one p ro ject a re  made from  the A dm inistration Fund of P ro je ct 
2 0 0 -1 . This is  not in accordan ce with the te rm s of the A dm inistration Fund Agreem ent. 
It i s ,  th ere fo re , suggested that a Revolving Fund be established and m aintained fo r th is ’ 
purpose.
The following expenses should have been prorated between the p ro jec ts  monthly:
Pay Roll
O ffice Rent
O ffice Supplies
O ffice Expenses
Safe D eposit Box
Insurance
Rent Receipt Books
The prorating fo r the 1952 y ear was accom plished at one tim e on D ecem ber 31 
1952.
Change Fund -  P ro je c t 2 0 0 -1 : It was noted that a shortage of $2. 53 existed in this 
fund on the date of audit.
D iscounts L ost -  P ro je c t 2 0 0 -1 : It was noted in five instances that discounts had 
been lo st becau se the invoices w ere not paid on tim e o r because of oversight in not mak­
ing the deduction. It is  suggested that m ore c a re  be ex e rc ised  in th ese m atters.
Com prehensive Public L iab ility : It was noted that p rio r to July 27, 1953, the cost 
of th is insurance was 76? per unit per y e ar, and sin ce  that date the cost has been $2. 24 
per unit per y e ar. This in crease  in co st was a d irect resu lt of an action suggested by 
the State Housing Board.
In th is  connection it was noted that the premium rebate received , because of the 
cancellation  of th ese p o licie s , on O ctober 14, 1953, was not deposited until November 18,
Perm anent Financing -  P ro je c t 2 0 0 -1 : The books of the Authority reflected a su r­
plus of $ 6 ,0 1 5 .8 8  fo r the second fis c a l  year under Perm anent Financing, a fter taking 
into consid eration  the Commonwealth contribution of $ 1 8 ,0 5 0 .0 0 . This surplus was 
cred ited  as follow s:
T ra n s fe r  to Reduction of Annual
Contribution R eserv e  $1 ,554  66
T ra n s fe r  to Operating R eserv e  4, 461 22
$6 ,015 88
T h ere was rece iv ed  a subsidy of $16, 495. 34 for the third fisca l year under Perm a­
nent Financing, which represented  the maximum subsidy of 2 1/2% of the certified  devel­
opment c o sts  le s s  an amount reserv ed  fo r subsidy reduction from the surplus of the 
previous y ear.
A dm inistration Fund A greem ent -  P ro je c t 2 0 0 -2 : It was noted that there had been 
no A dm inistration Fund agreem ent sin ce February 12, 1953, the date of the initial occu­
pancy of the p ro jec t, and as a resu lt funds collected  are  not being deposited in a bank ap­
proved by the Chairm an of the State Housing Board. This m atter was brought to the at­
tention of the Execu tive D irec to r who has taken steps to co rre ct this situation.
P u rch ase  of R efr ig era to rs  -  P ro je ct 2 0 0 -2 : It was noted that an overpayment had 
been made in connection with the purchase of re frig e ra to rs  in the amount of $15 .36 .
T h is m a tter was brought to the attention of the Executive D irector who was able to obtain 
a cred it m em o while the audit was in p rog ress.
Secu rity  D eposits -  P ro je c t 20 0 -1 : A tr ia l balance of this account on O ctober 31, 
1953 indicated that th ere  were th ree secu rity  deposits in excess of the number of units 
av ailab le . It was found on checking that two were In the names of form er tenants who 
s t i l l  owed rent, and the other in the name of a tenant who had vacated an apartment which 
requ ired  re p a irs .
It is  recom m ended that the n ecessary  adjusting en tries be made to apply these de­
p o sits  to the Tenants’ Accounts Receivable account o r the R epairs, M aintenance and R e- 
p lacem ents account.
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It was fu rth er noted that the cash in this account totaled $1, 775. 00 while the c o r ­
responding general ledger control account balance was $ 1 ,7 5 0 .0 0 . It is  suggested that 
the n ecessary  adjustment be made to bring the accounts into agreem ent.
Tenants' Accounts R eceivable -  P ro je c t 2 0 0 -1 : It was noted that the control account 
and the subsidiary accounts w ere not in recon ciliation . It is suggested that the n ecessary  
adjusting entry be effected forthwith.
Distribution of Operating Expenses: In checking the distribution of operating ex ­
penses the following e r ro rs  were noted:
P ro ject 2 0 0 -1 :
1. A sew er b ill paid in November 1952 had been charged to the 
Operating Serv ice  account. This item should have been 
charged to the Dwelling and C om m ercial U tilities account.
2. The cost of reading e le c tr ic  m ete rs  had been charged to R e­
p airs, Maintenance and Replacem ents account. It should 
have been charged to the Dwelling and C om m ercial U tilities 
account per State Housing Board Accounting Manual.
3. An office e lectr icity  b ill paid August 11, 1953 was charged to 
Operating Expenses. This should have been charged to the 
Dwelling and Com m ercial U tilities account.
4. A form er tenant appears to s t il l  owe $ 3 .0 0  fo r u tilities . This
is  in e r ro r  due to an in co rrect b illing in May 1953. He does 
not owe this amount.
P ro ject 200-2 :
1. The cost of reading e le c tr ic  m eters had been charged to Re­
p airs, Maintenance and Replacem ents account. It should 
have been charged to the Dwelling and C om m ercial U tilities 
account per State Housing Board Accounting Manual.
Utilities - P ro je c t 2 0 0 -1 : It was noted during the period of audit th ere  was co llected  
from the tenants $614 .11  in ex cess of that which was paid fo r the u tilities .
AMESBURY HOUSING AUTHORITY REPO RT NO. 54-H -39
Accounts Receivable -  A dm inistration: The Accounts R eceivable -  A dm inistration 
account was analyzed and it was noted that it included the following ite m s:
1) Payments for Accounting Serv ices
2) Fuel Oil Reim bursem ents to Vacating Tenants
3) Social Security Payment
4) E rro r in Deposit
These item s w ere explained as follow s:
Date of
O riginal Entry Amount
July 1951 $100 00
January 1952)
November 1953) 38 00
April 1952 2 92
O ctober 1952 20 00 
$160 92
The f ir s t  item rep resents a payment fo r  accounting se rv ic e s  which has been 
due from  the original Development Fund sin ce 1951. Inasmuch as the D e­
velopment Fund is  no longer existen t, this item  should be adjusted forthwith.
The second item rep resen ts fuel oil reim bu rsem ents to vacating tenants It 
was indicated that the present policy of this Authority is  not to charge new 
tenants with these amounts. T h erefore , th ese reim bu rsem en ts should 
have been charged directly  to expense accounts.
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The third item  rep resen ts a Social Security  Tax payment. It was noted that 
a corresponding item was se t up in the Withholding Tax account, and this 
payment should have been charged to the la tter account.
The la s t item rep resen ts an e r ro r  in a deposit. This item should be c o r ­
rected  by depositing the c o rre c t  amount of cash.
Accounts R eceivable -  Development: It was noted that a payment fo r Social Security 
Taxes in the amount of $108. 30 was made in January 1951. It was se t up in the Accounts 
R eceivable -  Development account when it was learned that the se v era l em ployees were 
not elig ib le  fo r the benefits of this statute at that tim e. A refund of this amount should 
be obtained from  the loca l D irec to r of Internal Revenue.
It was noted that the Authority had filed  a refund claim  fo r this amount, and that 
while the audit was in p ro g ress a new claim  was filed.
Holdover on B oard : It was noted that the term  of o ffice  of the board m em ber ap­
pointed by the State Housing Board expired in Ju ly 1951. Since that tim e he has served 
as a holdover.
R etirem en t of Bonds and Paym ent of In tere st: It was noted that $ 4 ,0 0 0 . 00 of bonds 
and $ 2 ,7 3 9 . 96 of in terest that should have been re tired  on the record s as of July 1, 1953 
was s t il l  being c a rrie d  on the books as of the date of audit. It is  understood that the ap­
p rop riate en tr ies  w ill be made to c o rre c t  th ese accounts in the n ear future.
P ublic L iab ility  Insuran ce: It was noted that the State Housing Board canceled the 
public liab ility  insurance in effect as of Ju ly  27 , 1953. The ra te  under the canceled 
policy was $21. 94 per y e ar. The rate fo r the insurance which replaced it is  $61. 39 per 
y ear.
METHUEN HOUSING AUTHORITY REPO RT NO. 54-H-40
Surplus T ra n sfe rre d  to Operating R eserv e : It was noted that $1, 513. 37 of the 1953 
surplus was tra n s fe rre d  to Operating R eserv e  making a total of such tra n sfers  of 
$ 1 7 ,7 0 0 .0 0 . The maximum amount that th is re se rv e  should attain is  $ 1 8 ,0 0 0 .0 0  -  this 
amount w ill undoubtedly be realized  in the n ear future.
It was learned that th ere  has been consid erable trouble with o il fired hot water 
h ea ters on th is p ro ject and the Authority w ill probably have to rep lace sixty-one units. 
Inasm uch as a different type h eater fired  by gas is  contem plated an accu rate estim ate of 
the amount to be charged to th is re se rv e  is  im possible to determ ine at this tim e.
Com prehensive Public L iab ility  Insu ran ce: Attention is  directed to the fact that this 
insuran ce which was in effect was canceled  by d irection  of the State Housing Board in 
Ju ly  1953.
Subsequently th is insuran ce which co st only $ .7 5 6  per unit per year was replaced 
with insuran ce of an apparent com parable coverage which was billed at the rate of $1. 87 
p er unit per y ear.
WOBURN HOUSING AUTHORITY REPORT NO. 54-H-41
P ro je c t 200-1
Accounts Payable -  D evelopment: This account, which reflected  a balance of 
$ 1 ,0 9 4 . 26 , was the resu lt of overestim ating the accounts payable when the project en­
tered  into Perm anent Financing. The record s further indicate that th ere were no out­
standing lia b ilitie s  as of the date of audit, which is  m ore than two y ears a fter the date of 
P erm anent Financing, and th erefo re , th ere appears to be no reason for s t ill  carrying 
th is liab ility . It is  th erefo re  recommended that this account be closed and the amount 
cred ited  to p rio r y ears surplus.
Accounts R eceivable - Development; The books reflected  an accounts receivable of 
$10 00 fo r a Secu rity  Deposit which had been erroneously refunded from the Development 
Fund This la tter account has been closed for m ore than two y ears and it was therefore 
suggested this item be charged off. The n ecessary  adjustment was made while tins audit 
was in p ro g ress .
Insuran ce; It was noted that the balance sheet includes an item of accrued insurance 
in the amount of $ 8 ,0 7 5 .0 0 . This amount, which appears to be unusually la rg e , was
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traced and it was learned that an invoice fo r $ 7 ,1 3 0 . 98 which had been submitted for 
fire  insurance coverage from May 1, 1950 to May 1, 1955 had not been paid. This p re­
mium was based on second c la ss  f ire  doors. It had however been anticipated at that 
tim e that a change to f ir s t  c la ss  doors would be made and a consequently low er rate ob­
tained. M ore recently it was decided to allow the second c la ss  doors already installed 
to rem ain. It is  understood that this invoice will probably be paid in the near future.
Tenants’ Security D eposits: The balance in th is account was $74. 50 in ex cess  of 
what appeared to be the required amount. The account was analyzed and the difference 
comprised the following:
Refunds to Tenants
Applied to R ep airs , M aintenance and Replacem ents
Applied to e ith er Rents due o r Legal F ees
Several of the item s had been on the books fo r  extended periods and should be ad­
justed forthwith.
Delinquent Rents: The balance of Tenants' Accounts R eceivable as of November 30, 
1953 was $ 1 ,182 . 00. Of this amount only $194. 00 was due from fo rm e r tenants. The 
remainder of $988 .00  was due from tenants s t il l  residing in the p ro jec t. This amount is 
unusually high and it is suggested that m ore forcefu l steps be taken toward the co llection  
of these item s.
Commission on Washing M achines: It was noted that this incom e is  based on only 
10% of the collections. This percentage appears to be very sm all in com parison with 
commissions received from these sou rces in connection with Housing p ro jec ts  in oth er 
c ities. As a m atter of fact, it was noted that one Authority re ce iv es  a com m ission  based 
on 50% of the actual collections.
Working Capital: The balance sheet indicates a balance in this account of $698. 46. 
Inasmuch as this account is  inactive it is  suggested it be tran sferred  to the Operating 
Reserve account.
$34 50 
20 00 
20 00 
$74 50
P ro je ct 200-2
Tenants' Security D eposits: It was noted that the balance of th is account had not 
been reconciled by the accountant employed by the Authority fo r an extended period. As 
a result the records indicated that $6 0 .0 0  in excess of the actual deposits w ere held for 
the accounts of tenants. On analyzing, it was determined that th is amount should be d is­
posed of as follows:
Refunded to Vacated Tenants
Applied to Unpaid Rents
Applied to R epairs, Maintenance and Replacem ents
It was suggested that the n ecessary  adjustm ents be made forthwith.
P ro je ct 200-3
Investments: This premium fund indicated a balance of $42, 430. 90 representing the 
purchase of $ 4 2 ,0 0 0 .0 0  United States T reasu ry  Notes 2% due D ecem ber 15, 1954. These 
notes were purchased at $100. 25 with accrued in terest to the date of purchase of $325. 90. 
The notes should have been entered at actual cost and the in terest as "P u rch ased  In terest" . 
The income from these notes would not show the actual incom e as the coupon collection  
would appear as g ross income rather than net.
This m atter was discussed with the accountant at the State Housing Board and he was 
in agreem ent with the foregoing suggestion. Subsequently the n ecessary  adjustm ents w ere 
made to c o rre c t this situation.
Development C osts: It was noted that the Executive D irecto r is  to rece iv e  a weekly 
allowance of $2 0 .0 0  from this p ro ject. The prelim inary work on the p ro ject had been 
started approximately one month p rior to the audit and to the date of audit th ree payments 
had been made to the Executive D irecto r. However, the reco rd s indicated payments of
$20 00 
20 00 
20 00 
$60 00
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only $ 1 3 .0 0  weekly fo r a total of $39. 00. T hese item s actually Included the allowance of 
$ 2 0 .0 0  indicated le s s  $ 7 .0 0  which was being withheld fo r  incom e ta x e s . The c o rre c t 
entry would have been to charge to Development C osts fo r $ 2 0 .0 0  each week and credit 
the Withholding Tax R eserv e  Account with $ 7 .0 0 .
N ecessary  adjusting en tr ies  w ere effected  when th is m atter was brought to the atten­
tion of the accountant.
A rch ite c t's  F e e : It was noted that the arch itec t fo r th is p ro ject submitted a b ill for 
s e r v ic e s  on July 29, 1953 in the amount of $6, 9 8 2 .0 0 . The b ill was considered excessive 
by the State Housing Board and subsequently it was adjusted by mutual consent of all 
p arties  concerned to $ 4 ,0 0 0 .0 0  and was paid on that b a s is .
Counsel fo r the Authority: The attorney who is  employed by the Authority on this 
p ro je c t, while it is  in the Development stag e , is  a lso  Acting City So licitor for the City of 
Woburn. In th is connection attention is  d irected  to the Contract fo r Financial A ssistance, 
which s ta te s :
"No m em ber, o ff ic e r , agent, serv an t, o r employee of the Authority o r of 
the city  o r  town in which the p ro ject is  located , sh all have any in terest, 
d ire c t o r in d irect, in any con tract fo r property, m a te r ia ls , o r  serv ices  to 
be acquired by the Authority o r  furnished o r  used in connection with the 
p r o je c t ."
It is  understood the foregoing m ay be waived with approval of the State Housing 
Board . It was noted that such w aiver had been issued under date of November 19, 1952.
T h is co n tract was not available as it had been forwarded to the State Housing Board 
fo r  rev ision  and approval.
To date of audit no legal fe e s  had been paid.
O il C h arg es: A com plete check of a ll the invoices for oil used in the heating of the 
p ro je c ts , fo r  the period of th is audit was m ade, and it was noted that 18 invoices included 
a charge of $ 1 .0 0  fo r  having delivered sp lit-lo ad s -  (part to one pro ject -  part to the 
o th er).
Such ch arg es do not appear to be included in the oil contract and it was suggested 
that they not be assum ed by the Authority.
In connection with th is m a tter, it was learned that the oil contractor was allowing the 
Authority a c red it of $ 1 8 .0 0  representing total charges of this nature to date.
Debt Se rv ice  Funds: Recently a d irectiv e  was Issued by the State Housing Board to 
charge the accounts of the A uthorities with all bonds and interest coupons as they became 
due. In th is  m anner the accounts of the various Authorities a re  kept on a current basis 
and the f is c a l  agent becom es liab le  fo r a ll outstanding item s, as deposits had been made 
fo r  com plete liquidation of item s due.
However, due to the fact a ll coupons had not been presented for payment, the state­
m ents receiv ed  from  the f is c a l  agent were in excess of the amounts appearing on the bal­
ance sh eet and th erefo re  com plete recon ciliation s could not be effected.
Com prehensive Public L iability  Insurance: It was noted that this insurance formerly 
in e ffec t was canceled  as of July 27, 1953. Subsequently insurance of an apparently com­
p arable type was purchased through the State Housing Board. This insurance, which in 
the previous b a sis  cost $ .7 5 6  per unit per year was replaced with insurance costing as 
follow s p er unit per y e ar:
G eneral
P ro je c t 200-1 
P ro je c t 200-2
$3 03 
3 78
F A L L  R IV ER  HOUSING AUTHORITY REPO RT NO. 54-H -42
Construction P ro je cts  -  Accounts Receivable Sundry: It was again noted
paid rents. It is 
th ese item s.
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Tem porary Construction P ro je c ts  - Insurance Refunds: There is  due the Au o n  y 
on account of canceled insurance p olicies approximately $ 2 ,4 0 0 .0 0 . As the actua 
amount of these refunds due is  unknown at the present tim e, they w ere not consi e re  in 
establishing the cost of operations for the audit period.
Tem porary Construction P ro je c ts  -  Term ination: It was noted that the sa le  of this 
project was handled by the City of F a ll R iver. The record s pertaining to the sa le  w ere 
not examined in connection with this exam ination.
Tem porary Construction P ro je c ts  -  Surplus: It was noted that the surplus from 
operations fo r the year ending D ecem ber 31 , 1952 totaled $14, 268. 44, and to the date of 
audit it had not yet been tran sferred  to the City of F a ll R iver.
It was fu rther noted that the d eficit from  operations for the f ir s t  eleven months of 
the 1953 year amounted to $2, 681. 40.
Chapter 200 P ro je c ts  -  U tilities : In accordance with a suggestion made in the p re ­
vious audit report it was noted that a survey is  now being made of the utility ch arges to 
determine whether adjustm ents a re  n ecessary .
P ro ject 200-1 -  Delay in Final Paym ent: Although this p ro ject has been completed 
for some tim e, the final payment to the general con tractor is  being withheld becau se of 
legal difficulties between him and one of the su b -co n tracto rs.
P ro ject 200-2 -  Accounts Payable Sundry: It was again noted that $3. 50 of the b a l­
ance reflected in this account represented the secu rity  deposit of a person who is  no 
longer a tenant of the pro ject.
Since the Authority has exhausted all possible e ffo rts  in attempting to locate this 
individual, it is recommended that the State Housing Board be requested fo r authoriza­
tion for the disposition of this balance which has been on the books for m ore than th ree 
years.
Comprehensive Public Liability Insurance: Attention is  d irected  to the fact that 
this insurance in effect was canceled by d irection  of the State Housing Board  in July 1953.
Subsequently, com parable insurance was purchased. It was noted, however, that 
this insurance was paid for at the annual ra te  of $ .7 5 6  per unit fo r a ll p ro je c ts . The r e ­
placement cost was, however, as follow s, per unit per year:
Comprehensive Public Liability  Insurance R ates: It was noted that the insurance 
policies in effect fo r th is p ro ject w ere canceled . T hese p o licie s , which had been paid 
for at the rate of $ .7 5 6  per unit per year, w ere subsequently replaced  with oth er p olicies 
to cost at the rate of $2. 21 per unit per y ear at P ro je c t 200-1  and $2. 24 per unit per year 
at P ro ject 200-2 .
Administration Fund A greem ents: It was noted that the A dm inistration Fund A gree­
ments had never been made with resp ect to the depositories fo r the following:
P ro je ct 20 0 -1 :
Security Deposit and Savings Bank Account
P ro je ct 20 0 -2 :
Adm inistration Fund
Security Deposit and Savings Bank Account
This m atter was brought to the attention of the Executive D irec to r who contacted the 
State Housing Board. It is  understood that the n ecessary  form s w ill be executed at the 
next regular m eeting of the Authority.
P ro je ct 200-1 
P ro je ct 200-2 
P ro je ct 200-3
$2 06
1 95
2 17
MARBLEHEAD HOUSING AUTHORITY R E P O R T  NO. 54-H -43
G eneral
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Chapter 200-1  -  P erm anent Financing: The records of this p ro ject, a fter taking 
into consideration the Commonwealth's contribution of $ 5 ,2 7 0 .6 1 , reflected  a surplus of 
$6 9 3 .6 1  fo r the second fis c a l  year under Perm anent Financing. This surplus was d is­
tributed as follow s:
T ra n sfe r  to Reduction of Annual
Contribution R eserv e $693 61
This Authority has a lso  received  a subsidy of $ 5 ,4 0 6 .3 9  for the third fisca l year un­
d er Perm anent Financing. This amount represented  the maximum subsidy of 2 1/2% of 
the certified  development co sts  le s s  an amount reserved  for the subsidy reduction from 
the surplus of the p rior year.
Chapter 200 -2  -  P erm anent Financing: This p ro ject began operations under P e r­
manent Financing on A pril 1, 1953. It w ill rece iv e  a subsidy of $17, 500 .00  for the firs t 
f is c a l  year under Perm anent Financing representing the maximum subsidy of 2 1/2% of 
the certified  development co sts .
F lo o r Condition -  P ro je c t 2 0 0 -2 : It was learned that som e of the apartments had 
sunken flo o rs . In th is connection copies of the following two le tte rs  w ere seen:
COPY
TO: M r. Fred  D rey er
State Housing Board , Boston, M ass.
FROM : M arblehead Housing Authority
June 29, 1953
S U B JE C T : Sunken Slabs
In our P ro je c t 2 00 -2  sev era l slab floors have sunk again, some as much as 1 1 /2 " .
T hese flo o rs w ere brought up to the baseboards a fter sinking before, and have now 
sunken again. We w ill have to remedy this and want your office to know about it.
If th is has happened in other p ro jec ts , would you kindly advise us as to the best 
method of co rrectin g  sam e.
Sincerely,
M arblehead Housing Authority
/ s /  Raymond C. T ill 
RAYMOND C. T IL L
COPY
TO : State Housing Board
FROM : M arblehead Housing Authority
November 18, 1953
S U B JE C T : Sunken F lo o r Slabs
On June 29, 1953, we wrote regarding sunken floor slabs in our P ro je ct 200-2 . Up 
to th is  tim e we have had no answer as regards to this m atter.
If you have any information as to the proper way to overcom e th is, will you kindly 
pass it along to us as well as instruction on caring for this outside of our budget.
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The June le tter was written to the attention of M r. Fred D reyer.
Sincerely,
Marblehead Housing Authority
/ s /  Raymond C. T ill 
RAYMOND C. T IL L
RCT:eb E xec- D lr'
To date of audit no reply was received from the State Housing Board concerning 
this m atter.
ARLINGTON HOUSING AUTHORITY REPO RT NO. 54-H -44
P ro je ct 200-1 and P ro je ct 200-2
General
General Ledgers: It was noted that the general ledger record s are  maintained on a 
quarterly basis. This is  contrary to the usual procedure and should be co rrected . Even 
though accruals a re  established quarterly , all other activ ities should be entered month y.
Because of this arrangem ent the cash could not be reconciled to the general ledger 
accounts. At the present tim e the check books are  reconciled monthly but a re  proved to 
the general ledger control accounts only at the end of each quarter.
Cash Reconciliations: Because the sev era l cash accounts were being reconciled  to 
the check books instead of the cash control accounts in the general led gers, sev era l d if­
ferences were noted which had existed for extended periods.
These differences were as follows:
Project Account Bank D ifferen ce
(a) 200-1 Administration Arlington National Bank ($ 13 00)
(b) 200-2 Administration Harvard T ru st Company 5 00
(c) 200-2 Development Harvard T ru st Company 5 08
(d) 200-2 Real Estate Harvard Trust Company 166 60
(e) 200-2 Premium Second National Bank, Boston 6 00 
$169 68
These differences were traced and identified as follow s:
(a) A check drawn April 7, 1953 in the amount of $ 3 4 .7 5  had been 
entered as $21 .75 .
(b) Item incorrectly  charged off as a cash shortage although actually 
no shortage existed. An in co rrect deposit had been reflected  in 
the pass book, which was used in recon ciliation  instead of the 
bank statement and general ledger balance.
(c) A check drawn November 5, 1952 in the amount of $19. 92 had been 
entered as $25 .00 .
(d) Income on Purchases and Sales of United States T reasu ry  B ills  and 
Notes had been recorded.
(e) The premium of $ 6 .0 0  received on the sa le  of the 4th S e rie s  Notes 
in July 1953 had not been recorded.
Deposits of Cash C ollections: It was noted that the co llection s of ren tals which are  
made at the pro ject office were not being deposited daily. It was also  learned that o c ca ­
sionally sizeable amounts w ere held in the office  fo r sev era l days. In two instances 
amounts of $ 1 ,482 . 50 and $972. 50 had been in the office  for 7 days and in other instances 
$1 ,042. 50 and $ 659 .00  had been held 4 days before  deposit. O ther sm a lle r  amounts had 
been so held for period to 15 days.
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It is  suggested that possibly arrangem ents can be made so that these item s might be 
handled through "n ight" deposits.
D istribution of Pay R oll: Attention is  directed to the fact that the pay ro ll had not 
been properly distributed between the two p ro jects . At the present tim e the entire pay 
ro ll is  charged to one of the p ro jec ts . O ccasionally the other p ro ject is  charged with the 
amount of a weekly pay ro ll, apparently in order to reach  a b asic  distribution average.
However in checking the charges for the audit period it was noted that P ro je c t 200-2 
had been charged $ 5 0 9 .8 6  that should have been charged to P ro je c t 20 0 -1 . This would 
have been the re su lt had the distribution been made on a unit b asis  which would charge 
P ro je c t  200-1  with 72% and P ro je c t 200-2  with 28%.
It is  fu rther suggested that the pay ro ll be paid from  one account and at the end of 
each  month be distributed on the b a sis  indicated.
Poten tia l Incom e: Attention is  d irected  to the fact that the method used to establish 
potential incom e was in co rre c t. Inasmuch as this computation is  not made until the end 
of each quarter only net charges a fter m ove-outs, e t c . , a re  indicated without showing 
amounts fo r vacancy lo sse s . While th ere were no appreciable lo sses  of this nature dur­
ing th is audit period, the method should be changed to that prescribed  in the State Housing 
Board  Manual of Accounts.
In checking the potential incom e re  Tenants' accounts, three e rro rs  were noted 
which would not have existed  had the proper procedure been used. These e rro rs  involved 
a net in crease  of the Rental Income account of $59. 00 and extended over a period of nine 
months.
Delinquency C h arges: A charge of fifty cents is  made to tenants delinquent in their 
ren ta l paym ents. It was noted, however, that these charges are not shown on the 
re ce ip ts  issued to tenants nor a re  they shown on th eir accounts. These item s are en­
tered  on a sheet m aintained esp ecially  for th is purpose and are deposited at the end of 
each  month. They are  cred ited  to the M iscellaneous Income account.
Cash from  Stamp M achine: In counting the cash funds on hand at the inception of 
th is audit, an amount of $19. 56 was found which represented cash taken from a postage 
stam p m achine belonging to a con cession aire . This machine became broken and was no 
longer useable. It was understood that sev era l unsuccessful attempts had been made to 
locate its  owner during the past s ix  months. It is  therefore suggested that the funds be 
deposited and cred ited  to the M iscellaneous Income account. Should the rightful owner 
cla im  these funds at a la ter date, a refund could be made to him.
G en eral: The adjustm ents n ecessary  to bring the various accounts in reconciliation 
w ere made in the statem ents included in th is report. Copies of all the entries necessary 
w ere given to the Executive D irecto r, who also acts as accountant, in order to put 
through the supplementary en tries to adjust the record s of the Authority.
Chapter 200 - P ro je ct 200-1
Investm ents- It was noted that the balance sheet reflected  a balance in the Admini­
stra tion  Fund - Investment account of $ 5 0 ,0 0 4 . 17 which com prised of secu rities of 
$20, 000. 00 and bank balances as follows:
North Cambridge Co-O perative Bank $27, 948 80
Arlington Five Cents Savings Bank 2’ 055 37
$3 0 ,0 0 4  17
A portion of the balance in the North Cambridge Co-O perative Bank was represented 
bv 60 paid up sh ares with a value of $ 1 2 ,000 . 00. The balance was cash on deposit.
The second item represented cash on deposit in the Arlington Five Cents Savings
Ba,lkIt is  suggested that these cash item s be shown on the balance sheet in th eir true cate­
gory rath er than be included in the Investment account.
Pavment in Lieu of T axes: A directive was received from  the State Housing Board 
Hated D ecem ber 16 1953 which changed the basis  of the payment in lieu of taxes. The 
c h ^ e ^ M c h  was retroactiv e for the calendar year 1953 was for settlem ent on a unit 
b asis  ra th er than a percentage of Income.
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This change resulted  in this Authority paying $ 1 ,4 0 8 .0 0  more o e 
ton than it would have on the form er b a s is . .
This d irective indicated further that this additional charge shou e m 
Operating R eserv e , the reason for such a charge being that the authorize u g 
included the expense on a basis  of income.
Cash Short and U ncollectible Tenants' Accounts: It is suggested tha e c 
age of $14. 70 which has accum ulated over a period of three y ears and the apparen 
lectible tenants' accounts in the amount of $55. 53 be charged off the books, e r  e 
necessary approvals have been obtained.
Chapter 200 - P ro je ct 200-2
Petty Cash: It was noted that the petty cash account for this pro ject was s t ill  being 
carried in the Development Fund. Inasmuch as this pro ject has been in full tenancy and 
Management for som e tim e, this cash fund should be tran sferred  to the Adm inistra ion 
Fund.
Administration Account - R eserves and A ccru als: It was noted that although this 
project was s till in a tem porary status, the following accounts had been established :
Matured Interest and Principal $5, 068 00
Operating R eserve 3 ,0 0 0  00
$8 ,0 6 8  00
Such accounts do not belong in the Administration Account and are  not generally  used 
until such time as a project goes into Perm anent Financing.
It was further noted that the accrual to cover the in terest payable had been en tirely  
entered through the Development Account, th erefore an accru al in the A dm inistration A c­
count was a duplicate item.
Because of the foregoing the surplus to date during the Initial Operating P eriod  was 
understated by $8,068 . 00.
Fourth Series Notes: It was noted that the Fourth S e rie s  Notes issued July 23, 1953 
had not yet been brought onto the books of the Authority. It is  suggested that the n e c e s ­
sary entries be made forthwith.
Comprehensive Public Liability Insurance: Attention is  directed to the fact that th is 
insurance which was form erly in effect had been canceled by d irection  of the State Hous­
ing Board as of July 27, 1953. Subsequently com parable insurance was purchased. How­
ever it was noted that this insurance which had previously co st $ .7 5 6  per unit per year 
was billed on the new contract as follows:
P ro ject 200-1 - $ 3 .1 9  per unit per year 
P ro ject 200-2 -  2 .2 5  per unit per year
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Accounts Payable - Tem porary Construction: On D ecem ber 31, 1952 accounts pay­
able of $395.00 were set up to cover the contemplated purchase of a snow plow and a filing 
cabinet. During the current audit period these item s w ere purchased at a total cost of 
$343.80. These purchases, however, w ere charged to cu rren t operating exp enses. It is 
therefore recommended that the appropriate adjusting en tr ies  be made. The balance in 
the Accounts Payable should be tran sferred  to the Surplus Account.
Prepaid Rent Account - Tem porary C onstruction: It was noted that an account for 
Prepaid Rent in the amount of $64. 00 was establish ed  on D ecem ber 31 , 1952. This a c ­
count should have been closed in January 1953. Inasmuch as it was s t il l  on the books on 
December 31, 1953, it is  suggested that it be closed  out.
Insurance Refund - Tem porary Construction: It was noted that an insurance 
premium refund in the amount of $5 7 .4 0  was credited to the Tenants' Accounts R eceivable 
account instead of to the Insurance account. It is  recommended that the n ecessarv  adiust- 
ing en tries be effected . J
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Tenants' Secu rity  D eposits -  Tem porary C onstruction: It was noted that cash  r e ­
ceip ts of $ 4 0 .0 0  which had been co llected  for Tenants' Security  D eposits had been cred ­
ited to Tenants' Accounts R eceiv ab le . It is  recom m ended that the proper correctin g  
entry be made.
Tenants' Accounts R eceivab le  -  Tem porary Construction: It was noted that on the 
date of audit the Tenants' Accounts R eceivable control account was out of reconciliation  
with the to tal of the detailed balances in the tenants' ledger in the amount of $ 2 5 .1 1 .
T h is d ifference was trace d  during the cou rse of the audit and was caused by various 
e r r o r s .
It is  recom m ended that at the c lose of each  month a t r ia l  balance be taken of the de­
ta iled  accounts in the tenants' ledger and that it be recon ciled  with the balance in the 
g en era l led ger control account.
D em olition of Buildings -  Tem porary C onstruction: In accordance with a vote of 
the Town, the Authority is  presently  engaged in the demolition of its  tem porary construc­
tion p ro ject which it is  estim ated  w ill be completed before May 23, 1954. To the date of 
audit 8 units had been sold to a w recking company for $854. 50. Of the remaining 55 units 
20 w ere vacant on D ecem ber 31, 1953 in accordance with the policy established by the 
Authority.
Investm ents - A dm inistration Fund - P ro je c t 2 0 0 -1 : It was noted that the Authority 
had purchased $ 3 0 ,0 0 0 .0 0  of United States T reasu ry  Notes with ex ce ss  funds in the Ad­
m inistration  Fund. These investm ents w ere in the custody of a local bank on the date of 
audit. It was noted, however, that although th ese se cu r itie s  becam e due on December 1, 
1953 no action had been taken toward the redem ption of th eir in terest or principal. In 
th is  connection the following amounts of in terest a re  now overdue:
In terest Coupons Dated June 1, 1953 $425 01
In te re st Coupons Dated D ecem ber 1, 1953 318 75
$743 76
T his m atter was d iscu ssed  with proper personnel and it was understood that the 
n e ce ssa ry  step s w ill be taken to redeem  th ese notes and rein v est th eir proceeds in sim i­
la r  se c u r itie s .
Outstanding Check -  P ro je c t 2 0 0 -1 : A check for $ 2 3 .0 0  has been carried  as out­
standing sin ce  D ecem ber 1952. It was learned that the check has been lost and replaced 
by another check a fter a stop payment ord er had been issued. Because the proper cor­
rectin g  e n tr ies  w ere not then made the cash  balance is  understated and the R epairs, 
M aintenance and R eplacem en ts account is  overstated  by the amount of the check. It is 
recom m ended that the appropriate adjusting en tries be made.
D efective Soffits -  P ro je c t  2 0 0 -1 : A fter final payment had been made to the general 
co n tra c to r , the Authority experienced difficu lties with the soffits of the dwellings because 
the plywood used in th eir  construction with in terior plywood rather than ex terior plywood 
as stipulated in the con tract sp ecificatio n s. The Executive D irector in this connection 
stated  that he had learned from  firm s dealing in plywood that the difference between the 
two types was in the glue used in th eir manufacture and that the glue used in the exterior 
plywood is  sp ecially  treated  to withstand the elem ents.
The Authority replaced this plywood at a cost determined at $6 , 137. 55. The Author­
ity advised the general contractor of this m atter and after sev era l conferences were held 
among all in terested  p arties the State Housing Board and this Authority requested the 
gen era l con tractor to make reim bursem ent for the cost of the replacem ent of the plywood. 
To date th is amount has not yet been collected .
T enants' Accounts R eceivable - G eneral: It was noted that the following Tenants' 
Accounts R eceivable were outstanding for m ore than one year:
Tem porary Construction 
P ro je c t 200-1
It is  understood that the Authority w ill request perm ission  of the State Housing Board 
to w rite these accounts off as uncollectible.
$356 00 
141 95 
$497 95
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Tenants' Security  D eposits -  P ro je c t 20 0 -1 : A form er tenant who vacated his ap art­
ment approximately one year ago owing rent of $141. 95 had a secu rity  deposi a ance 
$25 .00 . This amount has never been applied to this delinquent rent item . I is  recom  
mended that such a tra n s fer be effected .
Comprehensive Public L iability  Insurance: It was noted that this insurance if effect 
was canceled by direction of the State Housing Board as of July 27, 1953.
Subsequently insurance of a com parable nature and amount was placed. Atten ion, 
however, is  directed to the fact that this insurance which was form erly  paid for at the 
rate of $ .7 5 6  per unit per year was billed under the new contract at the ra te  of $ . per 
unit per year.
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Tenants' Security D eposits - G eneral: The previous audit rep ort recom m ended that 
the Authority adopt a consistent policy with resp ect to secu rity  deposits. As of the date 
of this audit it was noted that only 22 of the tenants residing in P ro je c t 2 00 -2  had made 
such deposits and that no deposits had been received  from  tenants living in P ro je c t 20 0 -1 .
It is again suggested that the Authority adopt a m ore consistent policy for these 
deposits.
Contract Award - P ro je ct 200 -1 : It was noted that the award of a con tract of $340. 00 
for the installation of a concrete o il filling cham ber had not been recorded in the m inutes 
as being approved by the Authority's m em bers. It is  suggested that a ll con tract awards 
be so recorded.
Operations - P ro je ct 200-1 : It was noted that the surplus from  operations for the 
second fisca l year under Permanent Financing, after taking into consideration the maxi 
mum Commonwealth Contribution of $ 1 2 ,4 7 5 .0 0 , was $ 5 2 .0 9 .
Income Review - P ro je ct 200 -1 : It was noted that tenants' incom es had not been 
verified at the prescribed tim e. At a meeting which was held on O ctober 20, 1953, the 
board members deemed it advisable to wait until early  1954 because th ere was a p o ssi­
bility of fla t-ra te  rents then becoming effective.
Insurance Payment - P ro je ct 20 0 -2 : The previous audit report recom m ended that 
Project 200-1 reim burse P ro je ct 200-2  in the amount of $ 3 2 .7 6  for an erron eous in su r­
ance payment. As of the date of this audit this reim bursem ent had not been made. This 
matter was again brought to the attention of the Executive D irecto r and it is  understood 
that this m atter w ill be taken care  of in January 1954.
Administration Fund - P ro je c t 20 0 -2 : As of the date of audit the cash  balance of the 
Administration Fund totaled $ 2 9 ,4 9 4 . 44. Since th ere appears to be no need of a large 
cash balance in this fund, it is  suggested that the advisability of investing a portion of this 
balance be considered.
Accounts Payable - P ro je c t 20 0 -2 : It was noted that a payment of $ 1 ,8 9 3 . 80 which 
should have been charged to the Accounts Payable - Adm inistration account had been e r ­
roneously charged to Accounts Payable - Development. This m atter was brought to the 
attention of the Executive D irector and the n ecessary  adjustment was effected .
Operations - P ro ject 200 -2 : The surplus from  operations for the f ir s t  f is c a l year 
under Permanent Financing, a fter taking into consideration the maximum Commonwealth 
Contribution of $20, 225. 00, totaled $2, 428. 61.
Comprehensive Public Liability Insurance: It was noted that th is insurance in effect 
was canceled by direction of the State Housing Board as of July 27, 1953.
Subsequently insurance of a com parable nature and amount was placed with another 
insurance company. However, this insurance which form erly  cost $ .7 5 6  per unit per y e ar, 
was billed under the new contract as follows:
P ro je ct 200-1 
P ro je ct 200-2
$3 69 per unit per year 
1 87 per unit per year
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Commonwealth Contribution: It was learned that the Commonwealth's subsidy con­
tribution for the third year under perm anent financing w ill be $ 1 6 ,0 7 0 . 34. This amount 
w ill be paid to the National Shawmut Bank of Boston, the fis c a l  agent of th is Authority, 
on or about June 15, 1954. This amount was establish ed  as follow s:
2 1/2% of Development Cost $17, 575 00
Reduction R eserv e (Surplus) 1, 504 66
Contribution for Third Y ear $16, 070 34
Refunds -  R en ts and Secu rity  D eposits: It was noted that in two instances rent r e ­
funds w ere made from  incom e cash  in the o ffice , thus reducing the deposit of that p artic­
ular day. This p ractice  is  questioned and it is  advised that checks be issued whenever 
rent refunds a re  made.
In addition to the foregoing, secu rity  deposit refunds have also  been made from 
available incom e cash . Inasmuch as the Secu rity  Deposit Account is  kept in a Savings 
Account, it is  suggested that these refunds be made by issuing checks from  the Adminis­
tration  Fund, with subsequent re im bu rsem ent at periodic in stan ces from  the Security 
Deposit Fund.
Change Fund: During the cu rren t audit period a change fund was established . In at 
lea st one instance a refund of a secu rity  deposit was made from  th is fund. It is  recom ­
mended that th is  fund be used for the purpose orig inally  intended.
Insuran ce: This Authority was form erly  insured for Com prehensive Public Liability 
as follow s, on a th re e -y e a r  b a s is :
P eriod  Units Annual Premium
P ro je c t 200-1  August 1, 1950 to August 1 ,1 9 5 3  63 $17 83
August 26, 1950 to August 26, 1953 10 7 57
This policy was canceled effective Ju ly  27, 1953 by d irection  of the State housing 
Board and the prem ium s refunded w ere $. 25 and $. 62 resp ectiv ely .
Subsequently new insurance for apparently the sam e coverage was w ritten with an­
other insurance company, as follow s, on an annual b a s is :
P eriod  Units Annual Premium
P ro je c t  200-1  Ju ly 27, 1953 to Ju ly 27, 1954 73 $142 25
P o lic ie s  covering P rop erty  Damage w ere also  canceled  as of Ju ly  27, 1953.
Low Bidder on Painting of Dwelling Units R e jected : It was noted on bids for paint­
ing of 12 buildings which w ere opened on Septem ber 25, 1953, that the low bidder was an 
out-of-tow n con tractor while the second low est bidder was a loca l co n tracto r. The Au­
thority voted to recom m end to the State Housing Board that the con tract be awarded to 
the loca l co n tracto r.
The State Housing Board replied in a le tte r  dated O ctober 1, 1953, as follow s:
COPY
THE STA TE HOUSING BOARD
B e a tr ic e  W. M cG uire, E x ec. D ir.
Leom in ster Housing Authority 
City Hall
L eo m in ster, M ass.
O ctober 1, 1953
D ear M rs. M cG uire: R e : L eom in ster 200-1
We acknowledge re ce ip t of your le tte r  dated Septem ber 25, 1953 together with tabulation 
of bids rece iv ed  for painting the e x te rio r  of th ree clapboard houses at the designated 
p ro jec t.
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This office does not concur in the vote of your Authority to award th is con tract to the 
second low bidder, since no evidence has been presented which would indicate that the 
low b id d e r ,----------Company is  incapable of completing the requ ired  work, in a cco rd ­
ance with sp ecification s.
This Board would have no objection to your Authority entering into a con tract with the 
low b id d e r ,----------Company for the required painting work at a p rice  of $ 1 ,2 8 7 .
Three copies of the executed con tract, with perform ance bond, and insurance coverage 
certificate should be subm itted to th is office for the requ ired  approval.
Very truly yours,
HARLAND A. M cPH ETRES
D irector
Subsequent to the rece ip t of this le tte r  the Authority voted to r e je c t  all bids giving 
as a reason the laten ess of the season and indicated that it would ca ll for new bids in the 
spring.
Accounts Payable -  Development: The p rio r rep o rt indicated that accounts payable 
accruing from  the development period w ere s t il l  open on the books and w ere contingent 
upon the Authority building a fence at the southern boundary of the p ro jec t.
In this connection it was noted that a chain link fence was constructed during the 
audit period at the southern boundary of the p ro jec t, liquidating the accounts payable.
M iscellaneous Incom e: The prior audit rep ort comm ented that $ 8 0 .1 0  was on hand, 
having accumulated for m iscellaneou s so u rces , i .e .  broken windows, key and cleaning 
of apartments. It was noted that th is money has been deposited in the bank account.
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Cash Count: It was noted that an overage of $ 4 9 .0 0  ex isted  in the cash account on 
the date of audit. It was determ ined that $ 4 8 .0 0  of it was being held by the A uthority's 
attorney.
Tem porary P ro je c ts : It was noted that the cash  overage of $10. 00 comm ented on in 
the previous audit report has been deposited. It w as, however, erron eously  posted to 
Accounts Receivable - Sundry rather than to Accounts Payable -  Sundry. This was ad­
justed while the audit was in p ro g ress .
P ro ject 200-1  -  A rch itect's  F e e : It was noted in the previous audit rep ort that an 
overpayment to the arch itect totaling $ 4 ,0 5 0 . 28 had developed and it was suggested that 
the Authority take steps to recov er it. To date, however, no definite action has been 
taken on this m atter and the item rem ain s unreim bursed.
P ro je ct 200-1 - Water Seepage: The previous audit rep ort commented on the prob­
lems of the Authority with resp ect to certain  water seepage. To date, th is m atter has 
not been entirely corrected .
P ro ject 200-1 -  Painting: The e x terio rs  of these houses w ere inspected. It was 
noted that certain  houses appear to be badly In need of painting.
General - Books of Accojunt: This exam ination indicated again many w eakn esses in 
the manner in which its  accounts a re  m aintained. It is ,  th ere fo re , suggested that a field  
accountant of the State Housing Board v is it this Authority for the purpose of furnishing 
instructions and assistance to the bookkeeping personnel.
Comprehensive Public L iability  Insurance: Attention is  d irected  to the fact that 
this insurance which was in effect was canceled by direction  of the State Housing Board  In 
July 1953.
Subsequently comparable insurance was purchased. However, th is insurance which 
formerly cost $ .7 5 6  per unit per y ear, now is  billed at the new ra te  of $2. 92 per unit p e r 
y ear.
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P ro je c t  2 00 -1  - Final Payment to C on tractor: Although this p ro ject was completed 
on November 15, 1950, the final payment to the contractor had not been made because 
certa in  item s of construction w ere in dispute between the Authority and the contractor. 
These item s had been the su b ject m atter of various m eetings of the con tractor, the Au­
thority  and the State Housing Board for som e tim e.
On D ecem ber 7 , 1953 the Authority voted to approve Change Order #30 in the amount 
of $11 , 55 7 .0 5  covering the final payment and settlem ent of the contract between the Au­
thority  and the co n tracto r. The C ertifica te  of Completion which included the amount of 
the final payment as outlined above was approved by the Chairman of the State Housing 
Board  on January 5, 1954, and the final payment was made as of the sam e date.
P ro je c t 2 00 -1  - Accounts R eceivable -  C on tractor: The balance sheet of the Ad­
m inistration  Account as of the date of audit includes an Accounts R eceivable -  Con­
tr a c to r  account in the amount of $10 , 809. 57 which rep resen ts charges to the contractor's 
account for work done by the em ployees of the Authority. This account was subsequently 
o ffse t by counter c la im s of the con tractor against the Authority in arriving at the final 
settlem en t on January 5, 1954, and the aforem entioned $10, 809. 57 was charged to the 
development co s ts .
P ro je c t  200-1  -  Cash Shortage: It was noted that $ 2 5 .0 0  which had been charged to 
the G eneral Expense account rep resented  a cash shortage in the deposit of September 18, 
1953. In th is connection it was determ ined that no rent rece ip t had been prepared for a 
ten an t's  check in the amount of $ 2 5 .0 0 . T his check was subsequently deposited with 
oth er item s in an amount equal to duplicate rent re ce ip ts  attached to the deposit slip.
It was fu rth er noted that the A uthority 's ca sh ie r was not balancing the cash at regu­
la r  in terv a ls . It is  th erefore  suggested that the incom e cash  and the Change Fund be 
recon ciled  frequently on som e periodic b a s is .
P ro je c t 200-1  - Average Rent: It was noted that the average sh e lte r rent charged to 
the tenants resid ing in th is p ro ject amounted to $45. 88 as com pared with the average rent 
of $34. 41 required to be m aintained under the Management P rogram .
P ro je c t  200-2  -  Final Paym ent to C on tractor: It was noted that P erio d ica l Estim ate 
#18 covering the period from  M arch 2, 1953 to June 26, 1953 requesting payment of a 
final balance of $55, 558. 67 was subm itted by the con tractor but was not paid by the Au­
thority because of exceptions taken to the construction of the p ro ject and cla im s against 
the con tractor.
At p resen t a ll the papers concerning th is m atter are  at the State Housing Board for 
purposes of arb itra tion  in ord er that the C ertifica te  of Completion might be signed. It is 
understood that lien s and c la im s against the con tractor in the amount of $34, 594. 93 have 
been filed  with the Authority and that the Authority itse lf  c la im s cred its  under the con­
tr a c t  totaling $20, 5 7 5 .7 2 . The co n tracto r , however, has claim ed an additional $5 ,416 .81  
from  the Authority for additions to the contract.
P ro je c t  200 -2  - Fuel O il P u rch a ses : The following proposals w ere received for 
furnishing #2 fuel o il to th is  p ro ject:
As of the date of audit the Authority is  purchasing its  fuel o il requirem ents from  the 
second lowest bidder. On July 28, 1953 the State Housing Board recommended the award 
to the low est bidder, but the Authority requested that the concern which was furnishing 
fuel o il fo r P ro je c t  200-1  as the re su lt of com petitive bidding, withdraw its bid so that the 
fuel o il would be purchased from  the second lowest bidder.
There was no evidence in the A u thority 's fi le s  to indicate that a written contract had 
been entered into with th is  second low est bidder, or that this action had been approved by 
the State Housing Board.
Bidder D elivered P rice
#1
2
3
4
5
$. 1049 
. 1060 
. 1093 
.1 1 4 5  
.1 1 4 5
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P ro je ct 200-2  -  R en ta ls : It was noted that many of the rents charged to tenants r e -  
siding in this p ro ject were not based upon the percentages of income acc0I_ in& 0 
size as set up in the Management P rogram  approved by the State Housing Boar . 
effort to maintain the average rent which is predeterm ined in order to e
cial stability of the p ro ject, the Authority had charged all tenants at leas is ave ag
rent even though incom es w arranted paying a sm aller rental. ..
After its in itial tenant review  the State Housing Board on March 4, ca e 
Authority's attention to certain  situations and adjustments to be made in the ren ro 
advised the Authority to conduct a complete tenant review in ord er to estab lis  Pr °P er 
rentals. As of the date of audit these adjustm ents had not been made because e u 
thority feels  that the financial stability  of the p ro ject might be im paired by any c ange.
Chapter 372 -  Remodeled Units: The previous audit report commented upon the fact 
that this project was not paying its proper share of the cen tra l office expenses. Since 
this situation s t ill  p rev ails , it is  again suggested that this p ro ject bear its  sh are of t e ir  
expenses.
General -  Budgets: The prelim inary operating budgets for the Chapter 200 p ro jec ts  
provide for the setting up of an Operating R eserve and the accruing of Payment in Lieu of 
Taxes. In this connection it was noted that the Authority had neglected to set up these 
accounts in its reco rd s. It is  recommended that they be set up.
General - Board M em bers' Compensation: It was noted that the monthly com pensa­
tion payments to the m em bers of the Authority were not in accordance with a schedule 
approved at a meeting held on D ecem ber 16, 1952. It is  suggested that the cu rren t sch ed ­
ule of payments be form ally approved.
It was further noted that no annual adjustment of the payments had been made in ord er 
to conform to the 1% of the net sh elter rent co llected  which the State Housing Board has 
allowed for such compensation. This m atter was brought to the attention of the book­
keeper and it is understood that an adjustment will be made at the tim e of the next pay­
ment.
General -  Rentals: It was noted that this Authority does not deduct p erm issiv e  de­
ductions such as union dues, Social Security taxes or re tirem ent deductions, which are  
mandatory by law, from the tenants' g ro ss  incom es before applying the proper p erce n t­
age in order to determine the rental of the dwelling unit.
General -  Contracts: During the course of the exam ination of bids rece iv ed  on 
proposed contracts, it was noted that certain  proposals other than those of the su ccessfu l 
bidders were not available for examination. Since the Authority must lis t  bid p rice s  when 
requesting the approval of the State Housing Board for the contract award, it is  readily  
apparent that bid proposals should be carefu lly  filed . It is ,  th ere fo re , suggested that the 
Authority exercise  greater care  in the filing of a ll such proposals.
General - Journal E n tries : The analysis of the Tenants' Accounts R eceivab le  con­
trol accounts indicated an unusual number of postings to these accounts based on journal 
entries. The examination of the journal vouchers fu rther indicated that it had been the 
practice of the bookkeeper to record  m ove-ins and m ove-outs during the month and sundry 
charges on journal vouchers.
In order to elim inate this unnecessary number of journal e n tr ie s , it is  suggested that 
the items re ferred  to above be reflected  on the rent ro lls . In th is m anner they w ill be 
recorded in the control accounts on the posting of one monthly sum m ary journal voucher.
Comprehensive Public Liability Insurance: It was noted that th is insurance in effect 
was canceled by direction of the State Housing Board as of Ju ly 27, 1953.
Subsequently insurance of a com parable nature and amount was placed with another 
insurance company. However, th is insurance which form erly  co st $ .7 5 6  per unit per year 
was billed under the new contract as follow s:
P ro je ct 200-1 
P ro je ct 200-2
$4 01 P e r  Unit P er Y ear 
7 07 P e r  Unit P e r  Y ear
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P ro je c t 200-1
Debt Serv ice  P aym ents: The G reenfield Housing Authority pays into its  Debt Serv­
ice  Fund through its  f is c a l  agent each year from  rental income an amount, which to­
geth er with amounts rece iv ed  from  other so u rces , w ill equal that f isca l year’ s total debt 
requ irem en ts. F o r the f ir s t  two fisc a l y e a rs  th is amount was paid in ten monthly pay­
m ents, one twelfth of the total being paid on or before the fifteenth day of the month in 
each  of the f ir s t  nine months and the balance being paid on or before the fifteenth day of 
the tenth month of the f isc a l y e ar. However, in 1953, the third f isca l year under P e r­
manent Financing, th is amount was paid at one tim e and it was forwarded to the fiscal 
agent on the f i r s t  day of the eleventh month of that f isca l year. In this connection the 
Authority, on November 2, 1953, paid to its  f is c a l agent the sum of $ 7 ,0 0 9 .6 0 , which 
had been computed as follow s:
This Authority has also  received , as provided in its  C ontract for Financial A ssist­
ance with the Commonwealth, the third annual subsidy payment in the amount of 
$ 2 0 ,0 5 0 .0 0 . This amount is  the maximum subsidy of 2 1/2% of the Development Costs 
of the p ro jec t. This maximum was actually n ecessary  because of a deficit from opera­
tions of $4 , 462. 23 during the second fisc a l year. This amount was charged to the Oper­
ating R eserv e  account.
Bonds and Coupons Paid Memorandum R e g is te r : It was noted that this R egister, 
which should lis t  a ll canceled bonds and coupons received  from  the fisca l agent as pre­
scrib ed  by the State Housing Board in its le tte r of Instruction No. 14 dated July 21, 1953, 
was not so functioning. It is  recom m ended that such a re g is te r  be installed and put to 
use.
Paym ent in Lieu of T a x es : This Authority had accrued $1, 5 93 .06  for Payment in 
Lieu of T axes for 1953 to the Town of G reenfield . On D ecem ber 16, 1953 a letter from 
the Chairm an of the State Housing Board changed the method of computing these taxes 
and the town w ill actually rece iv e  $2 , 592. 00 as a Payment in Lieu of T axes. It is under­
stood that the Authority w ill charge th is in crease  of $998. 94 to the Operating Reserve 
account.
In tere st on Savings D eposits: The previous audit report suggested that interest on 
savings deposits be entered on the books of the Authority. It was noted that such interest 
is  now being so entered in conform ance with this suggestion.
Rent R ece ip ts : It was noted that se v era l rent rece ip ts had been voided during the 
period under audit. It is  suggested that a ll such voided rent rece ip ts be attached to the 
duplicate copies in the rece ip t books where they may be available for use in connection 
with subsequent audits.
Purchasing P o licy : The Management Program  of this Authority, as approved by the 
State Housing Board and its  m em bers, sta tes  in part, as follow s:
Bonds Maturing and In terest 
Payable January 1, 1954 
L e ss :
State Contribution 
In terest on Investment 
1 /40  of Prem ium
$2 0 ,0 5 0  00 
175 00
310 40 20 ,535  40
$ 27 ,545  00
$ 7 ,0 0 9  60
’’All pu rchases and con tracts involving the sum of not le ss  than $50.00  
and not m ore than $ 3 0 0 .0 0  shall be made only a fter o ra l o r telephone bids 
(confirm ed in writing) have been obtained from  at least th ree vendors or
co n trac to rs . ”
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Housing Authority Law: The previous audit stated in this connection:
"Attention is  d irected  to Housing Authority Law, Section 2 6 -0  of 
Chapter 121 of the Tercen tenary Edition of the G eneral Laws, as 
amended, which reads in part as follow s:
'No m em ber, agent or employee of a housing authority 
sh all, d irectly  o r indirectly , have any financial in terest in 
any property, to be included in, o r any contract for property 
or m ateria ls  to be furnished or used in connection with, any 
pro ject of such housing au th ority .'
"In this connection it was noted that an employee of the Authority 
entered into and completed a contract with the Authority while s t il l  an 
employee of the Authority and that at various tim es during the period 
under audit this sam e employee sold m erchandise to the Authority for 
use in the maintenance of the p r o je c t ."
With respect to the foregoing, it was again noted that an em ployee of th is Authority 
sold merchandise to the Authority for use in the m aintenance of the p ro ject.
Tenants' Selection: In reviewing the tenants' selection  f ile s , the following was noted:
1. Leases do not indicate the current rental charges.
2. Insufficient data on fam ily income and dependents was available
making it difficult to check rental charges.
It is recommended that the tenants' selection  files  be revised  to include data to sup­
port the current rental charges paid by the various tenants.
Chapter 372
Accounts Receivable - Tenants' R en ts: It was noted that tenants' rents in the amount 
of $125. 00 had been charged off as uncollectible during the period under audit. T his item , 
however, had not been approved by the m em bers of the Authority and recorded in the m in­
utes of their meetings. It is  recommended that all such accounts charged off as uncol­
lectible be so recorded.
MEDFORD HOUSING AUTHORITY R E P O R T  NO. 54-H -51
Revolving Fund: It was noted that the b a sis  of prorating expenses applicable to the 
various projects was charged as follow s:
P rio r  to A fter
November 1, 1953 November 1, 1953
Temporary Construction P ro je ct 31% 33 1/3%
15-1 - Federal 23% 33 1/3%
Chapter 200-1 23% 33 1/3%
Chapter 200-2 23% -
100% 100%
This charge was effected because all work on P ro je c t 200-2  which is  in the planning 
stage ceased as of that date.
Tem porary Construction P ro je c t -  Rem odeling: It was noted that a ll ten apartm ents 
in this project were vacant as of November 23, 1953. The accounts of th is p ro ject w ere 
closed as of D ecem ber 31, 1953 and the surplus w ill be turned over to the City of Medford 
as well as the Brooks House. It was noted that th ree tenants' accounts rece iv ab le  w ere 
charged off as uncollectible but it is  understood that the Authority w ill continue its  en­
deavors to co llect them.
Tem porary Construction P ro je ct - Accounts P ayable: It was noted that th ere  was an 
accounts payable balance of $97. 38 which had been open on the books sin ce 1951. This 
item stem s from  an overestim ate when th is account was established . It is  suggested that 
this account be adjusted forthwith.
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Tem porary Construction P ro je c t -  Tenants’ Accounts R eceivab le : A tr ia l  balance 
of th is account as of the date of audit indicated that present and form er tenants owe rents 
totaling $958. 81, com prising $76. 38 due from  present tenants and $882. 43 from  form er 
tenants. These balances w ere analyzed as follow s:
Tenant Rent R . M. and R. Legal Moving, E tc . Total
A $ 30 78 $ 2 37 $ 7 80 _ $ 40 95
B - 3 95 - - 3 95
C 190 50 - 74 26 $100 00 364 76
D - 2 00 123 20 - 125 20
E - - 13 60 - 13 60
F 60 70 19 15 57 60 100 00 237 45
$281 98 $27 47 $276 46 $200 00 $785 91
It is  recom m ended that step s be taken to charge off the foregoing if it is  determined 
that the accounts cannot be co llected .
Tem porary Construction P ro je c t - Tenants' Security  D eposits: A tr ia l balance of 
th is account on D ecem ber 31 , 1953 indicated that there were five secu rity  deposits in ex­
c e s s  of units available for renting. It was noted that four of these deposits were collected 
from  form er tenants who s t il l  owed rent ba lan ces. The fifth deposit is  owed to a tenant 
and should be refunded forthwith.
P ro je c t 200-1  -  Tenants’ Accounts R eceiv ab le : A tr ia l  balance of this account as of 
the date of audit indicated that present and form er tenants owe rents totaling $686. 20 
com prising $ 7 5 .7 0  due from  present tenants and $610. 50 from  fo rm er tenants. These ac­
counts w ere analyzed as follow s:
Tenant Rent Utility Legal Moving, E tc . Total
A $113 35 $. 14 $57 60 $75 49 $246 58
B 21 24 - - - 21 24
$134 59 $. 14 $57 60 $75 49 $267 82
It is  recom m ended that step s be taken to w rite off the foregoing if it is  definitely 
estab lish ed  that fu rth er effo rts  to co lle ct them w ill be u se le ss .
P ro je c t  200-1  - Tenants' Secu rity  D eposits: It was noted that two security  deposits 
belonging to fo rm er tenants who s t il l  owed rent balances w ere s t il l  on hand. It is  recom ­
mended that these item s be tra n s fe rre d  to the proper account as soon as possible.
P ro je c t 200-1  -  C ontract Aw ards: It was noted that the following contracts were not 
awarded to the lowest bidders of record :
1. 15 gallons of in terio r fla t white paint -  awarded to highest bidder be­
cause other four com panies did not bid on the specification  brand or 
equal type of paint. The p rice  d ifferentia l between the lowest bidder 
and the con tractor was $ 1 .0 0  per gallon.
2. 60 gallons of in terio r g lo ss enam el - awarded to third lowest bidder 
because other four com panies did not bid on the specification  brand 
or equal type of paint. The p rice  d ifferentia l between the lowest 
bidder and the con tractor was $. 25 per gallon.
3. A con tract for the e x te rio r  painting of 31 buildings was awarded to
second lowest bidder because the lowest bidder did not file  a bid 
secu rity  with his bid and was th erefore  considered not to be properly 
qualified. The difference between these two bids was $ 1 ,1 7 5 .0 0 . In 
th is connection it was noted that the lowest bidder was requested to 
subm it this document but he failed to do so.
Tem porary  C onstruction P ro je c t : It was noted that all tenants of th is p ro ject have 
been given notice to vacate the p rem ises no la te r than June 30, 1954 because the physical 
condition of the buildings do not w arrant continued occupancy under safe and san itary  con­
ditions.
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P ro je ct 200-1  - Canceled Bond R eg ister: It was learned that the Executive D irector 
advised the private accountant on July 23, 1953 of the le tter of Instruction Number 
from the State Housing Board dated July 21, 1953, the su b ject of which was canceled bond 
reg ister. As of our audit date no such re g is te r  had been made.
P ro ject 200-1 -  In correct Posting: It was noted that account 4400 - R ep a irs , Main­
tenance and Replacem ents was overstated by $8 9 5 .2 0  and that account 4300 -  Dwelling and 
Commercial U tilities was understated in a com parable amount because of an in co rrec t 
posting of the e le c tr ic  b ill dated November 18, 1953. It is  advised that th is m atter be 
adjusted as soon as possible.
P ro ject 200-2 -  Private Accountant: It was noted that a private accountant received 
$37. 50 each month for taking ca re  of the accounts of this p ro ject which was only in the 
planning stage with an estim ated number of 150 units to O ctober 31, 1953. However, the 
Federal project which consisted of 150 units and which was actually in final construction 
paid only $25. 00 a month for com parable se rv ice s .
P roject 200-2 -  Accounts R eceivable: It was noted that an accounts rece iv ab le  due 
from P ro ject 200-1 in the amount of $. 50 was se t up in M arch 1952. This item  should be 
canceled forthwith as no item of this nature actually e x ists .
Status of P ro ject 20 0 -2 : Although it is  m ore than four y ears and three months sin ce 
the Contract for Financial A ssistance for this p ro ject was negotiated, it is  s t ill  in the 
planning stage.
The State Housing Board has approved the construction of 75 units of an orig in al r e ­
quest for 150 dwelling units based on the number of applicants who are  eligible for such 
housing. Many applications indicate income somewhat in ex cess  of the adm ission lim its  
therefore this Authority has requested the State Housing Board to ra ise  the lim its . At 
present three eligible applications are required for each apartm ent to be allocated.
This Authority has further requested the State Housing Board to consid er the aban­
donment of this site because it would be too expensive to build 75 units at the contem ­
plated location because of site  improvement co sts .
Comprehensive Public Liability Insurance - P ro je c t 20 0 -1 : Attention is  d irected  to 
the fact that this insurance which was in effect was canceled by d irection  of the State 
Housing Board as of July 27, 1953.
Subsequently insurance of a com parable nature and amount was placed with another 
insurance company. However, this insurance which form erly  cost $ .7 5 6  per unit per 
year was billed under the new contract at $ 3 .4 4  per unit per year.
ATHOL HOUSING AUTHORITY R E P O R T  NO. 54-H -52
Commonwealth Contribution: The Commonwealth may make a contribution of not 
more than 2 1/2% of the total Development Cost. For the second year under perm anent 
financing it is estim ated there w ill be receiv ed  $ 1 0 ,1 5 0 .0 0 , the maximum amount p o ssi­
ble. In this connection there was paid to the National Shawmut Bank of Boston, the f isca l 
agent for this Authority, $2 , 537. 50 on D ecem ber 1, 1953 which represented  25% of that 
subsidy. The remaining 75% w ill be paid to the f isca l agent on or before June 1, 1954.
T ransfer of Surplus: The earned surplus for the f ir s t  year under perm anent fin anc­
ing totaled $ 3 ,2 0 2 .8 1  and was tran sferred  to the Operating R eserv e  account.
No apparent consideration was given at that tim e to the account for Reduction of An­
nual Contribution R eserve .
Provision for Operating R eserv e : The approved budget for the 1954 f is c a l  year 
provides for $412 .00  as an Operating R eserv e  for the en tire y e ar. However, during the 
first s ix  months of operations, $9 6 0 .0 0  has already been provided. In th is connection, it 
was noted that a payment of $ 5 ,0 0 0 .0 0  for capital im provem ents was made to a con tractor 
in settlem ent of a contract legal suit. This amount was charged to the Operating R eserv e  
account.
It is  presumed that the State Housing Board in approving only $412. 00 as an addition 
to this R eserve anticipated that the Authority would reach  the maximum perm itted under 
the Management P rogram . However, because of the aforem entioned $ 5 ,0 0 0 .0 0  charge 
this level w ill obviously not be attained for some tim e.
It is not understood why the Authority proceeded to establish  the ordinary "P rov ision  
for Operating R e se rv e " without taking into consideration the possible resu lt of the law 
suit in p rog ress.
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Insuran ce: This Authority was form erly  insured for Com prehensive Public L ia ­
b ility , as follow s, on a th ree year b a s is :
P eriod  Units Annual Premium
January 8, 1951 to Jan uary 8, 1954 32 $24 .21
This policy was canceled  effectiv e Ju ly  27 , 1953 by d irection of the State Housing 
Board and the premium refunded was $10. 95.
Subsequently new insurance for apparently the sam e coverage was written with an­
other insurance company, as follow s:
P eriod  Units Annual Premium
Ju ly 27, 1953 to Ju ly  27 , 1954 32 $59 .90
In addition to the foregoing, the policy covering Property  Damage was also  canceled 
effectiv e Ju ly  27, 1953.
M inutes of the M eetings: This im portant reco rd  was not being maintained during the 
audit period. A s im ila r  situation was noted at the tim e of the previous examination. It 
is  recom m ended that these reco rd s be brought up to date at once and that they be kept in 
a cu rren t sta te .
Accounts P ayable: The previous audit rep ort indicated that certain  vouchers were 
paid even though insufficient detail appeared on them . In this connection a great deal of 
im provem ent was noted. However, a few instances w ere again noted of vouchers being 
paid that did not show sufficient detail.
It is  recom m ended that an effort be made to have vendors prepare invoices in com­
plete detail.
C ontract for Cleaning and Servicing Oil B u rn ers : It was noted that such a contract 
at $ 8 0 0 .0 0  was awarded even though th ere was only one bidder. In this connection, the 
Execu tive D irecto r stated that invitations to bid had been m ailed to three concerns and 
that two of them declined to bid and indicated such refu sal by telephone. No records how­
ev er w ere available of those who had declined to make a bid.
It is  recom m ended that com plete file s  be m aintained containing all information re ­
lated to those invited to bid on co n tracts .
Investm ents: It was noted that the A dm inistration Fund has had a fa irly  large cash 
balance throughout the y e ar. It is  suggested that perhaps a portion of these funds might 
be invested so that in terest may be earned.
Bid s on D rainage: Attention is  d irected  to the fact that the contract on drainage was 
awarded to the lowest bidder of record  at $19, 5 2 0 .0 0 . This contract was subsequently 
negotiated at $ 2 2 ,3 6 2 .0 0 , an in crease  of $ 2 ,8 4 2 .0 0  over the bid. This m atter was dis­
cu ssed  with a m em ber of the Authority who indicated that inasmuch as approximately six 
months had elapsed between the date of the opening of the bids and the awarding of the 
co n tract, this in crea se  was allowed because of the fact that m ateria ls  have risen  in price 
in that period. In th is connection, attention is  called  to the fact that the original contract 
award p rice  was considerably lower than the orig in al bids of the other three bidders.
It would appear that this m atter would have been m ore judiciously handled had new 
bids been requested p rio r to the actual awarding of the contract at the la ter date.
MALDEN HOUSING AUTHORITY REP O R T NO. 54-H-53
Tenants' Accounts R eceivab le  -  Tem porary Construction: On the audit date the bal­
ance due Irom  tenants was $2 , 216. 50, and of this amount $239. 00 was m ore than one year 
old, and $183. 25 was m ore than s ix  months old. It is  recommended that steps be taken to 
w rite  off th ese item s as un collectible in accordance with the regulations p rescribed  by the 
State Housing Board.
Tenants' Secu rity  D eposits -  Tem porary Construction: It was noted that this Au­
thority re qu ires that a ll tenants post a $10. 00 Security Deposit. It was noted however 
that of these tenants now living in this p ro jec t, ten have not paid this amount. It is  th ere­
fo re  suggested that the policy of the Authority in this m atter be made consisten t.
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Closing of F e rry  Street P ro je ct - Tem porary Construction: The Authority leased 
a building which was converted into eight apartm ents. This lease  was in e ec rom 
May 1, 1948 to May 1, 1953 at an annual rental of $ 1 0 0 .0 0 . When this lease  was te rm i­
nated the p ro ject was closed and the property was returned to the owner. In this connec­
tion it was noted that a fter a ll expenses w ere paid th ere  s t ill  rem ained a surplus of 
$773. 66 which was paid to the City of Malden. It was fu rther noted that delinquent Ten­
ants' Accounts Receivable in the amount of $3 7 5 .0 0  w ere w ritten off against appropriate 
reserve accounts when this p ro ject was closed.
Refund of Rents -  G eneral: It was noted that se v era l rent refunds had form erly  
been paid from rent co llections. The Executive D irecto r indicated that th is p ractice  has 
been stopped and that all such refunds are  now being made by check.
Dinner for Federal P ro je ct -  Tem porary C onstruction: It was noted that the Au­
thority had tendered a dinner, at a cost of $316. 81, in connection with ground breaking 
ceremonies of a Fed eral Housing P ro je ct . Subsequently the Fed eral Public Housing Au­
thorities disallowed this expenditure and it was charged to the expenses of the Tem porary 
Construction P ro je ct. If such a charge was deemed im proper by the Fed eral A uthorities, 
the action of the Board in charging this cost to the local p ro ject is  even m ore im proper 
since the charge had absolutely no relation to the la tter p ro ject.
Sale of R efrig erators -  Tem porary Construction: It was noted that surplus re fr ig ­
erators were sold for $230. 00 which was credited to the G eneral Expense account. It Is 
suggested that this amount should possibly have been credited to the M iscellaneous In­
come account.
Surplus - P ro ject 200 -1 : On D ecem ber 31, 1953, the c lo se  of the th ird f isca l year 
of Permanent Financing, this pro ject had a surplus of $28, 725. 30. Inasmuch as this 
maximum allowable Commonwealth Contribution for the p ro ject is  $ 3 0 ,4 0 0 .0 0 , th is Au­
thority will probably require a subsidy of only $1, 6 7 4 .7 0  for the fourth f isc a l y e a r 's  
operations.
General Contract - P ro je ct 200 -2 : It was noted that P art I of the C ertifica te  of Com ­
pletion indicated the existence of a claim  of $ 7 ,3 3 0 . 66 for overcom ing w ater conditions.
The Executive D irector stated in this connection that the con tractor was never au­
thorized a change order for this work and that prior to the preparation of P a rt I of the 
Certificate of Completion the Authority was not aware of th is  c la im . It was noted that a 
letter to the State Housing Board from  the Chairman of th is Authority stated in part that 
the contractor:
"w as not authorized any Change Order for th is work and secondly, 
the water condition s t ill  ex ists  in the p ro ject. It is  the opinion of the
Authority t h a t ----------- tried  this work as a co rrectio n a l method for
poor or faulty workmanship. The sam e is  the opinion of the A rch itect,
----------- . T h erefore , the Malden Housing Authority does not recognize
----------- claim  for $ 7 ,3 3 0 . 6 6 ."
Subsequently a hearing was held at the State Housing Board and the following decision 
was reached:
"T h is subject has been reviewed and it is  my decision t h a t ------------
are entitled to payment in the amount of $ 4 ,7 2 9 . 66 for additional labor 
and m aterials required to perform  work not required by the con tract. "
It was further noted that the Federal Government has issued a W arrant for D istrain t 
and Levy for unpaid taxes in the amount of $ 1 7 ,3 0 0 . 52 against the general con tractor and 
therefore, the Authority has not yet re leased  the aforem entioned $4, 729. 66 o r the con­
tract retentions in the amount of $ 2 1 ,3 2 3 . 50.
Comprehensive Public L iability  Insurance: Attention is  d irected  to the fact that th is 
1953ranCe ln effeCt WaS CanCeled by d irection of the State Housing Board as of Ju ly 27,
Subsequently insurance of a comparable nature and amount was obtained. It was 
noted, however, that this insurance which was form erly  paid for at the ra te  of $ .7 5 6  per 
unit per year was billed under the new contract as follows per unit per y e ar:
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P ro je c t 200-1  
P ro je c t 200-2
BELM ONT HOUSING AUTHORITY
$2 81 
3 16
R EP O R T NO. 54-H-54
C ontract Award: It was noted that a con tract for the rev ision  of the heating system 
had been awarded to the th ird low est bidder. A tabulation of the th ree lowest bids follows:
Bidder #1 
Bidder #2 
Bidder #3
$ 62 ,848  00 
7 5 ,0 0 0  00 
7 5 ,400  00
In th is connection the following a b stra ct from  the m inutes of the Authority’ s meeting 
of A pril 10, 1953 in d icates why the norm al p ractice  of awarding contracts to the lowest 
bidder was not followed:
" .......... The Execu tive D irecto r had received  a cred it report and a
statem ent from  sup pliers regarding each of the th ree bidders, and he 
furnished th is inform ation to the m em bers. Since each of the three 
bidd ers had furnished us with a financial statem ent and a statem ent of 
work done, the m em bers w ere in a position to review these statem ents 
and d iscu ss each  bidder at length.
"It  was the consensus of a ll m em bers that we have had a trem en­
dous amount of trouble with our p resent heating system , and that since 
we w ere in the p ro cess  of co rre ctin g  th is difficulty, that we should 
secu re  the b est p ossib le job for the Authority and would consider all 
phases of the individual b id d er's  fa c ilit ie s  for carry ing out our job to a 
su ccessfu l conclusion.
"T h e m em bers decided, a fter reviewing these statem ents very c a re ­
fu lly , that Bidder #3 possessed  the best qualifications for completing our 
job  s a tis fa c to rily . The d ifference in the amount of the contract between 
the low bid and Bidder #3 was also  weighed very carefully , and it was the 
consensu s of the m em bers that, in spite of the apparent saving if they 
took the low bid, it would be to the d istinct disadvantage of the Authority 
and to the public whom they re p re se n t ."
This award which, it w ill be noted, was for $12, 552 .00  more than the bid of the low­
e st bidder was subsequently approved by the State Housing Board on May 19, 1953.
Legal A ction: It was learned that sin ce this pro ject was constructed, difficulty has 
been exp erien ced  with the heating system . The previous audit report noted that the Au­
thority  had brought suit against the con tractors involved, alleging breach of heating
sp ecifica tio n s.
The Auditor who heard this case  found in the Authority's favor for $ 5 ,5 0 0 .0 0  and 
judgment in recoupm ent was entered for the general contractor in the amount of $1, 500.00 
(rep resen tin g  the final payment due him). A motion was made to recom m it the case to the 
Auditor, but it was denied.
The attorney for the Authority advised against appealing to the Supreme Court. The 
Authority then requested the State Housing Board for p erm ission  to accept the judgment of 
$5 , 500. 00 ra th er than go to the expense of an appeal. On D ecem ber 30, 1953 the State 
Housing Board approved closing the case  on the basis  of the findings of the Auditor.
Cash: As of the date of audit, the balance in the Adm inistration Fund totaled 
$ 6 1 ,8 3 5 . 69. Since th ere appears to be no im mediate need for th is large amount of cash, 
it was recom m ended to the Executive D irector that som e consideration be given to invest­
ing any e x ce ss  amounts.
In itia l Operating P eriod : The Initial Operating P eriod  for this p ro ject ended on 
June 30 1953. At that tim e the final development cost of the p ro ject was ascertained  and
the net incornd of $94, 863. 98 was disposed of as follow s:
Insurance R eserv e 
Operating R eserv e
$ 4 ,9 4 0  00 
19, 523 89
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Accrued Payment in Lieu of Taxes 
Reduction of Development Cost
$ 2 ,5 0 0  00 
67, 900 09 
$ 94 ,863  98
Financing of th is p ro ject is  s t il l  ca rried  on a tem porary b a sis .
Comprehensive Public L iability  Insurance: Attention is d irected  to the fact that 
this insurance in effect was canceled by direction of the State Housing Boar as o u y 
27 1953.
Subsequently, insurance of a comparable nature and amount was purchased from  an­
other company. It was noted, however, that this insurance which form erly  cost $ . ibb 
per unit per year, was billed under the new contract at the rate of $1 . 87 per unit per 
year.
NEWBURYPORT HOUSING AUTHORITY R EP O R T NO. 54-H -55
General: The accounting for this Authority is  perform ed by an outside accountant.
It was noted that the bank checks w ere signed by only the T re a su re r  of the Authority. 
Even though the by-laws of the Authority specified  that only one signature is  n ecessary  
this arrangement is unusual, in that two signatures are required by p ractica lly  a ll other 
housing authorities.
Travel Expense: It was noted that the vouchers for trav el expenses of one of the 
members did not show any details. These vouchers sim ply stated for exam ple: "B u s i­
ness Trip to Boston - $ 2 0 .0 0 ".
It is recommended that henceforth all details of expenditures be shown on the 
vouchers submitted.
Income on Investments: It was noted that income received  from  se cu r itie s  purchased 
was incorrectly credited to the Debt Service Expense account. This incom e should have 
been credited to M iscellaneous Income account. The n ecessary  adjusting en tr ie s  should 
be effected forthwith.
Investments: The tr ia l balance of January 31, 1954 did not show any investm ents as 
being on hand although secu rities in the amount of $ 2 2 ,0 0 0 .0 0  had been purchased on 
January 21, 1954.
Accounts Payable - Development: Amounts covering sp ecific  item s that had been 
charged to Development Costs but had not been paid w ere established  as Accounts Payable 
- Development. Analysis of these accounts and their related  d isbu rsem ents during the 
current audit period indicated that an item of $ 1 ,7 2 5 .0 0  which had orig in ally  been s e t up 
in this category had been in correctly  charged to the Operating R eserv e  when it was paid.
Payment in Lieu of T axes: The b asis  of the payments to c itie s  and towns was 
changed in accordance with a directive issued by the State Housing Board dated D ecem ber 
16, 1953 and was to be retroactive for the year 1953. This d irectiv e stated that any ad­
ditional amounts of such taxes would be chargeable to the Operating R eserv e  account of 
each project so that the established budgets would not be distorted.
However when the payment on this adjusted b asic  was actually  made, the procedure 
outlined originally was not followed and the total amount of these taxes was im properly 
charged to the expense account for Payment in Lieu of T axes. This additional amount 
which should be adjusted totaled $494. 97.
Because of the fact that these taxes w ere not co rre ctly  posted the surplus for the 1953 
year was understated by $494. 97.
In direct connection with this m atter it is also  questionable whether th is amount w ill 
ever be actually used as a reduction of the State subsidy or w ill be applied to the O perat­
ing Reserve account. The m atter was discussed  with the State Housing Board  accountant 
and to the date of the completion of th is audit, no decision had been made. It was also  
learned that in the near future it will be n ecessary  to install new heating units and un­
usual expenditures such as this are charged to the Operating R eserv e  account and the 
handling of th is tax increm ent could conceivably affect the establishm ent of a true balance 
in the account.
Commonwealth Subsidy: As indicated e a r lie r  in this rep ort it had not yet been de­
cided whether the surplus for the 1953 year would be used as a reduction of the Common­
wealth contribution for 1954, because of the contemplated unusual expenditures. However,
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th ere appears to be no ju stifica tion  for crediting the en tire surplus to the Operating R e ­
serv e  and it is  urged that the m ajor portion be used as a reduction of the Commonwealth 
contribution.
Operating R e se rv e : The Operating R eserv e  account totaled $7, 240. 64 at the end of 
the f ir s t  year under M anagement. B ecau se of this balance the maximum of $30 0 .0 0  per 
unit o r $ 1 2 ,6 0 0 .0 0  may be reached in approxim ately two y e a rs  and eight months, which 
is  considerably le s s  than the five year period during which it was contemplated such 
maximum would have been reached per the Management P rogram .
It th erefo re  appears that th ere is  no re a l reason  to cred it the en tire Surplus for 
1953 to th is account. As a m atter of inform ation it was understood that it is  estim ated 
the purchase of new h eaters w ill Involve approxim ately $ 6 ,0 0 0 .0 0 . The expenditure how­
ev er w ill cover a period longer than one year and th erefore  should be assum ed through 
the Operating R eserv e  account by p artia l cred its  from  earned surplus of the respective 
y e a rs  and the maximum indicated s t il l  would be reach  within the five year period.
Tenants' Ledger: In checking the Tenants' Accounts R eceivable it was noted that 
ren ta l adjustm ents for p artia l months of the m ove-out tenants w ere not brought onto the 
ledger accounts and refunds to tenants for the rental adjustm ents w ere not recorded on 
the led gers. It is  suggested that step s be taken to c o rre c t  these conditions.
Com prehensive Public Liability  Insuran ce: Attention is  d irected  to the fact that this 
insurance in effect was canceled  by d irection  of the State Housing Board as of July 27, 
1953.
Subsequently insurance of a com parable nature and amount was purchased. It was 
noted however that th is insurance which fo rm erly  cost $. 756 per unit per year was billed 
under the new contract at $ 2 .3 2  per unit per year.
NORTHBRIDGE HOUSING AUTHORITY R EP O R T NO. 54-H -56
P erm anent Financing: The Commonwealth subsidy contribution for the third year of 
th is Authority under Perm anent Financing was $3 , 618. 41 and was computed as follows:
2 1/2%  of Total C osts $5 , 500 00
Reduction R eserv e  Applied 1 ,881  59
$ 3 ,6 1 8  41
This contribution was paid to W o rcester County T ru st Company, f is c a l agent for this 
Authority, on or about Septem ber 15, 1953.
Delinquent A ccounts: Attention is  called  to the fact that rent accounts receivable 
totaling $ 5 7 7 .4 5  w ere in a r r e a r s  as of the date of audit. It is  noted that these delinquent 
accounts have m ore than doubled sin ce the previous audit and it is  th erefore  suggested 
that m ore organized step s be taken to en force co llection s of such item s.
Vacancy L o ss : Attention is  called  to the fact that to the date of audit a vacancy loss 
of $ 3 3 3 .4 1  was recorded on the books of th is Authority.
This vacancy lo ss  was attributed to the fac t that th ere are  not enough eligible appli­
cants in the im m ediate a re a . In th is connection it becam e n ecessa ry  to extend the area 
coverage for applicants to neighboring towns and in a few instan ces w ere as fa r away as 
the W o rcester a re a .
Com prehensive P ublic Liability  Insu ran ce: This Authority was form erly  insured for 
th is type of insurance as follow s:
P erio d  Units Annual Premium
August 31, 1950 to August 31 , 1953 22 $16 65
T h is P olicy  was canceled  effective Ju ly 27 , 1953 by d irection  of the State Housing 
Board , and as a re su lt, a prem ium  was refunded of $1 . 60.
Subsequently new insurance for apparently the sam e coverage was w ritten with an­
oth er company, as follow s:
P eriod  Units Annual Premium
Ju ly 27, 1953 to Ju ly 27, 1954 22 $49 41
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In addition to the foregoing the policy covering Property Damage was also canceled 
effective July 27, 1953.
Contract for Servicing and Cleaning Oil B u rn ers : It was noted that this contract 
was awarded to the only bidder of record . In this connection it was learned tha invi a - 
tions to bid had been sent to three concerns. Two of them however declined to bi w ic 
was indicated by statem ents from  them on file .
Miscellaneous R ep airs : It was noted that an invoice for the rep air of doors, win­
dows, latches, e t c . , in the amount of $470. 80 was paid on July 29, 1953. It is  sugges e 
that henceforth item s of this nature should be contracted for a fter com petitive bids have 
been invited.
Legal Fees: The previous audit report re ferred  to an accounts payable re p re se n t­
ing settlement of a legal serv ices  contract in the amount of $ 8 0 0 .0 0 . It was noted that 
this item was transferred to Operating R eserv e . This m atter was s t il l  unsettled on the 
date of audit.
NEW BEDFORD HOUSING AUTHORITY R EP O R T NO. 54-H -57
Utilities: The previous audit report commented that the total of the actual cost of 
the utilities had exceeded aggregate monthly charges made to the tenants for this se rv ice . 
Since that tim e, corrective m easures have been taken and it is  noted that the co sts  are 
comparable with budget estim ates. It is further understood that su rch arg es w ill be made 
when the normal amount is  exceeded.
Ineligible Tenants: It was noted in the three p ro jects  there were five tenants who 
had become ineligible for continued occupancy because th eir fam ily incom e had apparently 
exceeded the continued occupancy lim its. In each of these instances the tenants have been 
served notices to vacate the prem ises which they presently occupy.
Tenants' Accounts Receivable - P ro je ct 20 0 -2 : It was noted that th ere was 
$2, 522. 64 outstanding on January 31, 1954 for rent in a r r e a r s . It was understood that 
this large amount outstanding was occasioned by unemployment in th is a rea . It is ,  how­
ever, suggested that further efforts be made to keep outstanding accounts to a minimum.
Comprehensive Public Liability Insurance: Attention is  directed to the fact that the 
insurance in effect in July 1953 was canceled by direction of the State Housing Board .
The cost for this coverage was form erly at the rate of $ .7 5 6  per unit per year for a ll 
projects.
Subsequently, comparable insurance was purchased. However, th is new insurance 
was billed under the new contract as follow s:
P ro je ct 200-1 - $4. 82 per unit per year 
P ro je ct 200-2  - 3. 99 per unit per year 
P ro je ct 200-3 -  5. 23 per unit per year
Payments in Lieu of T axes: This Authority was directed , in a bulletin issued by the 
State Housing Board under date of D ecem ber 16, 1953, to compute the payments in lieu of 
taxes to the City of New Bedford at $3 .0 0  per unit per month. Paym ents under the 
formula form erly in effect, which was based on 5% of sh elter rent co llected , totaled ap­
proximately $2. 00 per unit per month. It was further noted that the recen t bulletin also  
directed this Authority to reduce its Provision  made for Operating R eserv e  by $ 1 .0 0  per 
unit per month in order to offset this in crease  in the payments in lieu of taxes.
It would appear that this action w ill resu lt in increasing the annual Commonwealth 
contribution because when the Operating R eserv e  attains its  maximum, no fu rther charges 
will be made to offset this in crease in payments in lieu of taxes.
t , 1,Dl.tP0Siti0n ° f SurP*us: Durin8 this audit period disposition of the operating surplus 
01 the three pro jects was made with authorization of the State Housing Board , as follow s:
Project
F o r the F isca l 
Y ear Ending
T ran sfer to
Amount of Operating
Surplus R eserve
T ra n sfer to 
Reduction of 
Commonwealth 
Contribution
200-1 D ecem ber 31, 1953 $6 ,2 6 8  35 $ 6 ,2 6 8  35 $ 6 ,2 6 8  35
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200-2  Septem ber 30 , 1953 $ 9 ,4 4 0  14 $ 9 ,4 4 0  14 $ 9 ,4 4 0  14
200-3  M arch 3 1 ,1 9 5 3  6, 159 53 6, 159 53 6 ,1 5 9  53
Commonwealth Contribution: During this audit period this Authority had either re ­
ceived or had been o ffic ia lly  advised of annual Commonwealth Contributions, as follows, 
for the th ree p ro je c ts :
P ro je c t
For the F isca l 
Y ear Ending
Maximum
Contribution
Amount of 
Contribution 
Authorized
200-1
200-2
200-3
D ecem ber 31, 1953 
Septem ber 30 , 1953 
M arch 31, 1953
$ 2 4 ,0 0 0  00 
3 6 ,4 0 0  00 
1 9 ,925  00
$17 ,731  65 
26 ,959  86 
13 ,765 47
Local Fund: This Authority receiv ed  $ 3 ,8 0 0 .0 0  from  the City of New Bedford in 
1939 for expenses of the Authority. This money was an outright grant and is  not subject 
to reim bu rsem en t.
It is  understood that disbursem ents a re  made from  this fund for trav el and other in­
cidental exp enses.
WALTHAM HOUSING AUTHORITY R EP O R T NO. 54-H-58
Demolition of Tem porary Units: As of January 15, 1954, a ll of these units had been 
vacated. Dem olition started  as soon as they becam e vacant and this Authority received 
$3, 000. 00 for the last five buildings. It was understood that the books of th is project will 
be closed  as of A pril 30, 1954.
Tem porary Construction P ro je c t -  Secu rity  D eposits: It was noted that there was 
s t i l l  one secu rity  deposit which had not been returned to a form er tenant. However, the 
control account in the general ledger indicated th ere w ere two such secu rity  deposits on 
hand. It is  suggested that the n ecessary  adjustm ents be made.
Chapter 200 - P ro je c t 200-3  - A dm inistration Fund A greem ents: It was noted that 
th ere  had been no A dm inistration Fund Agreem ent sin ce January 15, 1954, which was the 
date of the initial occupancy of th is p ro jec t. As a re su lt, deposits a re  not being made in 
a bank approved by the Chairm an of the State Housing Board. This m atter was brought to 
the attention of the Executive D irecto r who has taken the n ecessa ry  steps to co rre ct it.
Chapter 200 -  P ro je c t 200-2  -  A dm inistration Fund A greem ents: It was also noted 
that th ere  had been no A dm inistration Fund Agreem ent for the savings account maintained 
by th is p ro ject which was opened on Febru ary 13, 1953, and as a resu lt these funds are 
not being deposited in a bank approved by the Chairm an of the State Housing Board. This 
m atter was also  brought to the attention of the Executive D irecto r of the Authority who 
has taken step s to obtain such agreem ent.
Petty Cash Fund: It is  suggested that th is petty cash  account in P ro je ct 200-1 of 
$25. 00 and the petty cash  account of the Tem porary Construction P ro je c ts  of $25 .00  each 
be closed  and that a fund for th ese purposes be establish ed  as part of the Revolving Fund 
m aintained by th is Authority.
Com prehensive Public L iab ility  Insu ran ce: It was noted that prior to July 27, 1953, 
the cost of this insurance was $ .7 6  per unit per y e ar. Since that date, comparable insur­
ance was obtained and the cost for P ro je c t 200-1  has been $2. 30 per unit per year and for 
P ro je c t  2 00 -2  has been $2. 86 per unit per y ear. T hese in crea ses  were brought about as a 
d irect re su lt of an action suggested by the State Housing Board.
G en eral: It was noted that the following e r r o r s  w ere made in connection with hand­
ling the accou nts:
P ro je c t  2 0 0 -1 : In the redem ption of bonds on January 1, 1954, only $ 2 5 ,0 0 0 .0 0  had 
been jou rnalized  as being redeem ed, although a total of $ 2 6 ,0 0 0 . 00 had actually been re ­
deemed. T his was brought to the accountant's attention and the n ecessary  correcting 
entry was made.
P ro je c t  2 0 0 -2 : It was noted that the expenses and the Accounts Payable w ere over­
stated  by $1 . 90. T h is was also  brought to the attention of the accountant who made the
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necessary correcting en tr ies. f isca l year which
The expenses had been overstated by $134. 45 during JL rrP(,tpd bv appropriate 
also affected the surplus for that year. This e r ro r  also was corrected  by appropria
entries.
P ro ject 200 -3 : It was noted in checking State Housing Board Form  ™  ¡^ a d d i- 
lysis of Development Cost for the month of January 1954 that there wa*  
tion of $ 1 ,0 0 0 .0 0 . T his, too, was corrected  while the audit was in pr g •
It was also noted that the Prem ium  received from the s a le o f  Tempor:ary N 
been credited to the in terest in development account and this should, of c u 
tized over the life of the issue.
Audit Fees: It was noted that P ro ject 200-1 had been charged $37. 50 per month for 
these fees while it should have been charged $50. 00 per month. On the other hand, 
Project 200-2 had been charged at the rate of $ 5 0 .0 0  instead of only $37. 50. These in­
correct charges were in e rro r  from  July 1953 to January 1954. It is , th erefo re , re co m ­
mended that the necessary adjustments be made forthwith.
Chapter 200 - P ro ject 200-2 - Suit Pending: This Authority has brought suit 
against the general contractor in the amount of $ 1 3 ,0 0 0 .0 0  because of damages o cca - 
sioned by underground leaks in the domestic hot water line and for a roof leak in the Ad 
ministration Building which caused the plaster on one wall of the re s t room to fa ll. To 
date considerable funds have been expended to repair the underground leaks.
Chapter 200 - P ro ject 200-1 -  1953 Operations: For the fisca l year ended D ecem ­
ber 31, 1952, this project operated at a loss of $24, 443. 17 before applying the Com ­
monwealth Contribution of $26, 840.62  and the $ 9 ,0 3 5 . 51 which had been reserv ed  from  
the prior y ear's operations for the purpose of reducing the annual subsidy from  the Com ­
monwealth. The State Housing Board has instructed this Authority that the p ro ject su r ­
plus of $11,432. 96 resulting from these applications w ill be used to reduce the subsidy 
for the fiscal year ending December 31, 1954.
Chapter 200 - P ro ject 200-2 -  Operations: F o r the f isca l year ended D ecem ber 31, 
1953, this project was operated at a loss of $27, 946 .04  before applying the Commonwealth 
Contribution of $28,727. 47 and the subsidy reduction of $947. 53. The State Housing 
Board has instructed the Authority that the project surplus of $ 1 ,7 2 8 .9 6  resulting from 
the receipt of this subsidy will be used to reduce the Commonwealth Contribution for the 
fiscal year ended Decem ber 31, 1954.
UXBRIDGE HOUSING AUTHORITY R EPO R T NO. 54-H -59
Subsidy Paym ents: The Commonwealth has paid to the f isca l agent of this Authority, 
the Second National Bank of Boston, the third annual subsidy in the amount of $4, 647. 18. 
This payment was made d irectly  to the f isca l agent on June 5, 1953.
In addition, there was paid to this fisca l agent $ 1 ,7 2 7 .8 2  on D ecem ber 3, 1953 which 
represented the amount originally tran sferred  to the Annual Contribution Reduction 
Reserve.
It is understood that the subsidy payment for next year w ill be $ 5 ,8 1 8 . 29, computed 
as follows:
2 1/2% of Total Costs $ 6 ,3 7 5  00
1953 Surplus 556 71
$ 5 ,8 1 8  29
Insurance: This Authority was form erly insured for Com prehensive Public L iab ility , 
as follows, on a three year b asis :
Period Units Annual Prem ium
February 16, 1953 to February 16, 1956 22 $16 65
This policy was canceled effective July 27, 1953 by direction  of the State Housing 
Board and the premium balance of $4 2 .0 6  was refunded.
Subsequently new insurance for apparently the sam e coverage was w ritten with an­
other insurance company, as follows, on an annual b a s is :
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P eriod Units Annual Prem ium
Ju ly  27, 1953 to Ju ly 27, 1954 22 $49 41
In addition to the above cancellation , the policy covering P roperty Damage was also 
canceled  effectiv e Ju ly 27, 1953.
Bonded P erso n n el: Although th ere is  a blanket position bond covering all employ­
ee s  of th is Authority, it was noted that additional coverage was purchased to include an 
em ployee who is  responsib le for co llecting  re n ts . A short tim e th erea fter, this policy 
was canceled , apparently when it was determ ined that the em ployee was covered under 
the blanket bond.
No evidence of a return  payment ev er having been receiv ed  was noted in the records. 
It is  suggested that step s be taken to adjust this m atter.
Delinquent R en ts: It was noted that ren ts in a r r e a r s , as of the date of audit totaled 
$512 . 90. This would appear to be large for a p ro ject of th is s ize  and it is  suggested 
that step s be taken to confine item s such as th is to a minimum.
Vacancy L o ss : The vacancy lo ss  for the 1953 year is  m ore than th ree tim es that 
of the previous y e a rs . At the p resen t tim e th ere is  a vacant unit, which will probably 
resu lt in indicating even a la rg e r vacancy lo ss  for the cu rren t year.
It is  recom m ended that possibly the rental policy can be extended to include r e s i ­
dents of neighboring towns, thereby enabling this Authority to draw applicants from  a 
la rg e r  population.
Secu rity  D eposits: It was noted that a refund check was drawn to a form er tenant, 
who has vacated his unit owing rent. Inasmuch as th is check was never actually issued 
it is  suggested that it be voided and be applied against the rent in a r r e a r s .
C ontract for Renailing and Replacing Broken Shingles: This con tract, in the amount 
of $325. 00 was awarded to the only bidder of record .
Apparently the concern who was given the contract was the only one that bid even 
though bids w ere invited in newspaper advertisem en ts in the lo ca l p re ss .
WILMINGTON HOUSING AUTHORITY R EP O R T NO. 54-H -60
End of In itia l Operating P eriod : On June 30 , 1953 the final development cost of the 
p ro jec t was a scerta in ed  to be $ 1 9 8 ,0 0 0 .0 0  and the books of the Initial Operating Period 
w ere closed . The amount of notes authorized was reduced by $ 2 ,0 0 0 .0 0  from 
$ 2 0 0 ,0 0 0 .0 0  and notes w ere issued in the amount of $ 1 9 8 ,0 0 0 .0 0  for the Tem porary 
Financing of the p ro ject on a yearly  b a s is .
This Authority w ill re ce iv e  the maximum subsidy of $4, 950. 00 or 2 1/2% of the 
Development Cost from  the Commonwealth for its  f ir s t  year of operations under Manage­
m ent.
CANTON HOUSING AUTHORITY R EP O R T NO. 54-H-61
Bank D eposits: It was noted that rent co llectio n s w ere not being promptly deposited. 
It was fu rth er noted that the deposits could not be recon ciled  with the total of rent r e ­
ceip ts.
M inutes of Board M eetings: It was noted that the minutes of the board m eetings are 
not being cu rren tly  m aintained. It is  suggested that the reco rd s of these m eetings be 
kept cu rren t at a ll tim es.
Petty Cash: Although the petty cash  account for this p ro ject has been discontinued 
the re co rd s s t il l  indicate a balance of $20 . 00. This m atter was called  to the attention of 
the Execu tive D irecto r for adjustm ent.
D eposits on P lan s: It was again noted that $ 1 0 0 .0 0  representing deposits on plans 
and sp ecifica tio n s forfeited  by two co n tra c to rs , was s t il l  being ca rrie d  in a sep arate 
bank account. It is  suggested that these funds be disposed of in conform ance with e x is t­
ing d irec tiv e s .
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Accounts Payable V ouchers: It was noted that the accounts payable vouche 
not being properly signed. It is suggested that all vouchers be so signe
Comprehensive Public L iability  Insurance: Attention is  d irected  to the fac 
this insurance form erly  in effect was canceled by direction of t e
38 ° Subsequently^this insurance was replaced with coverage of c° mParab1« " b e e n  
scope. However, it was noted that the insurance now in effect which had Previousfy b 
paid for at the rate of $. 756 per unit per year was billed under the new contract at $2. 25 
per unit per year.
WALPOLE HOUSING AUTHORITY R EP O R T NO. 54 H-62
Operations under Perm anent Financing: The books of the Authority, a fter taking 
into consideration the Commonwealth Contribution of $ 1 0 ,7 8 6 .0 0  and the tra n s fe r  of 
$1 564 00 from the Contribution Reduction R eserv e , indicated a surplus of $4, 2b2. bb 
for the second fisca l year under Perm anent Financing, which ended on D ecem ber 31,
1952. This surplus was disposed of in the following m anner:
T ransfer to Operating R eserve $ 3 ,4 4 9  00
T ransfer to Contribution Reduction R eserv e 8*3  56
$ 4 ,2 6 2  56
It was further noted that this Authority received a subsidy of $ 1 1 ,5 3 6 . 44 for its  
third fiscal year’ s operations. This amount rep resen ts the maximum subsidy of 2 1/2%  
of the certified development cost less  an amount of $813. 56 reserv ed  for subsidy red uc­
tion from the surplus of prior fisca l year.
As of the date of audit, the Authority had not been o ffic ia lly  advised of the d isp o si­
tion of the surplus of the third fisca l year, which amounted to $ 4 ,8 6 8 . 82.
Tenants’ Ledger: The examination of the tenants' ledger indicated that the charges 
had not been posted to the individual accounts until the payment was rece iv ed . It was 
also noted that there were no posting re feren ces  in the column provided for that purpose 
in this folio.
It is recommended that rental charges be posted when due and that the posting r e f e r ­
ences be properly shown.
Rent R eceipts: It was noted that the rent rece ip ts had not been issued in num erical 
sequence. It was further noted that they were dated as of the f ir s t  day of the month for 
which the rent was due and not on the date that it was collected .
It is suggested that these rent rece ip ts be issued in num erical sequence and that 
they show the actual date that payment was made to the Authority.
Investment Incom e: It was noted that investment incom e in the amount of $55. 02 
earned by the Chapter 200 p ro ject had been credited to the Special Account in e r ro r .
This m atter was brought to the attention of the bookkeeper who notified the bank of its  
error. It is  understood that the bank will make the n ecessary  adjustm ent.
Bank Deposits: It was noted in certain  of the months of the audit period the rent 
receipts were not credited by the bank as having been deposited for periods as long as 
twenty days. It was explained by the bookkeeper that the rental re ce ip ts  w ere actually 
dropped into the bank’ s night deposit vault promptly a fter rece ip t but deposit was not 
actually credited until such tim e as either the A ssistant T re a su re r  or the Executive 
Director of the Authority was available to pick up the bags, as only they had th is author­
ity.
It would appear that if it is  not p ractica l for e ith er of th ese two individuals to reach  
the bank during its  banking hours, that the bookkeeper who is  now employed to deposit 
such receipts during regular banking hours should be additionally authorized to so 
function in connection with night deposits.
Bid Deposit: It was noted that a deposit balance of $ 5 2 .0 0  which was orig in ally  
made during Development has been outstanding since O ctober 1951. It is  understood 
that this deposit was actually forfeited  because the plans given at the tim e of making the 
deposit were never returned. It is th erefore suggested that th is account be closed .
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Tenants’ Accounts R eceiv ab le : The tr ia l  balance of the tenants' ledger as of 
Jan uary 31 , 1954 indicated that the aggregate of the individual accounts was not in agree­
ment with the control account in the general ledger. It was however determined that 
$115. 50 re flected  on the A uthority 's reco rd s as Prepaid Rent should have actually been 
cred ited  to the control account. It was also  noted that the charge to the control account 
for the month of D ecem ber 1953 was $21. 00 in ex ce ss  of the amounts charged to the indi­
vidual tenants' accounts. A fter the adjustm ents indicated had been made the detail a c ­
counts and the control account w ere in recon ciliation .
Com prehensive Public L iability  Insuran ce: Attention is directed to the fact that this 
policy which was form erly  in effect was canceled by direction  of the State Housing Board 
as of July 27, 1953.
Subsequently insurance of a com parable nature and amount was obtained. It was 
noted, however, that this insurance which had previously cost $. 756 per unit per year 
was billed under the new contract at the ra te  of $1 . 87 per unit per year.
DEDHAM HOUSING AUTHORITY REPO RT NO. 54-H-63
P ro je c t 200-1  -  Bonds R etired  and Development Cost Liquidation: It was noted that 
these accounts which should re fle c t the balance of bonds re tired  to date, were incorrectly 
stated . This was occasioned by bonds in the amount of $ 1 5 ,0 0 0 .0 0 , which had been paid 
as of O ctober 1, 1953, being brought on the books of the Authority as of November 30, 
1953 and again in January 1954. This m atter was brought to the attention of the account­
ant for the Authority who indicated that the n ecessary  adjustm ents would be made.
Secu rity  D eposits: When this p ro ject went into occupancy secu rity  deposits were 
not requ ired  of resp ectiv e tenants. However, such deposits w ere required beginning in 
July 1951 for new tenants. A ccordingly, the orig in al tenants of P ro je c t 200-1 do not have 
such deposits.
The previous audit rep ort suggested that deposits be obtained from  tenants not orig ­
inally covered and in th is connection a le tte r was re le ased  to each such tenant as of 
O ctober 1, 1953, requesting a deposit of th is nature by November 1, 1953. Even though 
a p artia l payment plan was perm itted , to the date of th is audit the record s indicated only 
72% of the co llection s had been made. It is  suggested that steps be taken to secure the 
unpaid balances so that a ll tenants w ill be covered.
Debt Serv ice  Fund: The certifica tio n  of the balance of this fund, from the fisca l 
agent, indicated that the State subsidy for 1954 had been deposited on February 19, 1954. 
The Authority, however, had reciev ed  no notice of this deposit with the result that the 
general ledger balance as of February 28 , 1954 did not re fle c t the co rre ct cash position. 
The deposit, $ 1 5 ,2 3 0 .7 2 , was brought on the reco rd s by supplementary entry.
Investm ents - M iscellaneous Incom e: It was noted that the M iscellaneous Income on 
Investm ents was not being co rre c tly  handled and, th erefo re , this income was being in­
co rre c tly  re flected . The b a sis  used was to set the se cu r itie s  up at the par value and to 
im m ediately cred it the d ifference between the cost and par to this account. The d iffer­
ence together with in terest accruing on se c u r itie s  purchased should be passed through 
the in terest accounts. The incom e account should be credited as in terest is  earned.
P ro je c t 200 -2  - Bonds R etired  and Development Cost Liquidation: It was noted that 
these accounts w ere also  in co rrectly  stated , as bonds due and paid as of October 1, 1953 
had been brought on to the reco rd s tw ice. The accountant for the Authority was advised 
and it is  understood that the n ecessary  adjustm ents will be effected.
Debt Serv ice  Fund: The certifica tio n  of th is balance, received from  the fisca l agent, 
a lso  indicated that the State subsidy for 1954 in the amount of $ 5 ,0 5 1 .1 2  which had been 
deposited on February 19, 1954, was not entered on the record s of the Authority as of 
Febru ary 28 , 1954 because no advice of it had been received . The accountant was in 
stru cted  to make the n ecessary  adjustm ent.
Development Fund: The reco rd s of th is fund re flected  a balance in this account of 
$ 3 .1 6  as of Febru ary 28, 1954, although the account has been closed since September
1953. The balance was due to in co rre c t closing en tries made by the accountant. An ad­
ju stm ent was prepared and the A uthority's accountant was advised to enter it.
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General -  Over Income -  Tenants: It appeared there were two tena^®  t r e _
the pro jects earning more than the income lim its. If these tenan s are P * 
tain their apartm ents a fter they have passed their income lim its, it is  sugg 
basis used be adjusted.
Comprehensive Public Liability Insurance: Attention is  directed to the fact tha* 
this insurance form erly in effect was canceled by direction of the State Housing o 
of July 27, 1953. .
Subsequently, insurance of a comparable nature and amount was obtained. However, 
it was noted that this insurance which form erly was paid for at the rate of $. 5 per un 
per year was billed under the new contract as follows:
P ro ject 200-1 
P ro ject 200-2
ROCKPORT HOUSING AUTHORITY
$2 81 P er unit per year 
2 25 P er unit per year
REPORT NO. 5‘i-H-64
Income Review: It was noted that the required annual review of the tenants’ income 
had not been made by this Authority since the project was originally occupied. It is  
understood that such a review was initiated while this audit was in p rog ress.
Annual Report: Section 26U of Chapter 121 of the G eneral Laws, as amended, pro­
vides that the housing authorities shall make an annual report in the month of January to 
certain state and municipal o ffic ia ls . As noted in the previous audit report, this Author­
ity had not prepared such an annual report for the calendar year 1952. It was further 
noted that the Authority had also failed to file  this report for the 1953 calendar year. It 
is understood, however, that steps are being taken to compile delinquent rep orts .
Minutes: There was no record in the minute book of any m eetings of th is Authority 
between December 9, 1952 and October 1, 1953. It was understood, however, that the 
board, as such, was not functioning during that period. Since O ctober 1, 1953, it was 
noted, the board has been officially meeting each month.
Operations - Second F isca l Y ear: The record s of the Authority reflected  a deficit of 
$282.78 after the receipt of the maximum Commonwealth Contribution of $ 4 ,0 7 5 .0 0  for 
the second fiscal year under Perm anent Financing which ended on June 30, 1953. This 
deficit was disposed of by a tran sfer from  the Operating R eserv e .
It was noted that this Authority has again received the maximum perm itted subsidy of 
$4 ,075.00  for the third fisca l year under Perm anent Financing.
Repairs, Maintenance and R eplacem ents: It was noted that to the date of audit, the 
amount charged to the R ep airs, Maintenance and Replacem ents account has already e x ­
ceeded the amount budgeted for that purpose for the entire f isca l year ending June 30,
1954. It is suggested that all future expenses in th is category be confined to a minimum.
Sewerage Cost: The overflowing of the septic tanks orig inally  installed  in the p ro j­
ect created additional expense as well as poor sanitary conditions. In order to remedy 
these conditions, it was decided to connect the p ro ject with the sew erage system  of the 
town of Rockport. The Authority thereupon made a payment of $ 3 ,0 0 0 . 00 to the town for 
the estimated cost of this work. As of the date of audit, inform ation relating to the cost 
of this project had not yet been submitted to the Authority.
Tenants’ Accounts R eceivable: It was noted that as of the date of audit the accounts 
of three tenants residing in the pro ject re flected  outstanding balances which cam e into b e ­
ing when the units were originally occupied in Septem ber 1950. It is  suggested that action 
be taken to liquidate these item s.
Comprehensive Public Liability Insurance: Attention is  d irected  to the fact that th is 
rulÿr27,Cei953me V Ín e£íeCt WaS CanC6led by direction ° i  ‘ he State Housing Board as of
Subsequently insurance of a comparable nature and amount was placed with another 
Insurance company. However, th is insurance which was form erly  paid for at the ra te  of 
bb per unit per year was billed under the new contract at the rate of $2 . 25 per unit per
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CHICOPEE HOUSING AUTHORITY R EP O R T NO. 54-H -65
P ro je c t 200-1
Debt S erv ice  Paym ents: This Authority pays into its  Debt Serv ice  Fund through its 
fis c a l  agent each year from  rental incom e an amount, which together with m onies r e ­
ceived from  other so u rces , w ill equal that f is c a l y e a r 's  total debt requ irem en ts. For the 
f ir s t  f is c a l year th is amount was paid in ten monthly paym ents, one-tw elfth being paid on 
o r before  the fifteenth day of the month in each of the f ir s t  nine months and the balance 
being paid on o r before the fifteenth of the tenth month of the f is c a l  year. However, s ta r t­
ing with January 1, 1953, the beginning of the second fisca l year under Perm anent F i ­
nancing, th is amount was paid at one tim e and forwarded to the f isc a l agent. This pay­
ment was computed as follow s:
Bonds M aturing and Interest
Payable January 1, 1954 $ 8 3 ,3 7 5  00
L e ss :
State Contribution $3 2 ,1 5 7  65
Reduction R eserv e  2 2 ,4 4 2  35
In terest on Investm ent 893 27
1/40 of Prem ium  977 23 5 6 ,470  50
P ro je c t  Paym ent $26, 904 50
The maximum subsidy of 2 1/2% of the development co s ts , a s  provided in the Con­
tra c t for F in ancial A ssistan ce  with the Commonwealth, was reduced for the second fisca l 
year by the amount of $ 2 2 ,4 4 2 .3 5 , which represented  the surplus from  the f ir s t  fisca l 
year of operation.
P ro je c t R en ts: It would appear that the ren ts charged are  m ore than adequate to 
m eet the operating co sts  of this p ro jec t. In this connection attention is  directed to the 
fact that the operating profit for the f ir s t  two fisc a l y ears amounted to $22, 442. 35 and 
$ 2 3 ,4 1 0 .3 8  resp ectiv ely , a fter taking into consideration subsidy payments.
At the p resen t, the Authority is  charging tenants with one or two dependents 18% of 
th eir incom e and those with th ree or m ore minor dependents 14% of th eir incom e. An 
an aly sis of the charges as at February 28, 1954 indicated the following:
45 Tenants with one dependent 20%
79 Tenants with two dependents 35%
102 Tenants with three or m ore
dependents J5%
226 100%
It is  suggested that the management section  of the State Housing Board and the 
Chicopee Housing Authority study the feasib ility  of amending the management resolution 
section  pertaining to rental ch arg es.
Development Fund: It was noted that this Authority has a cash balance of $1, 989. 25 
in its  Development Fund. Since all outstanding accounts have apparently been paid and no 
fu rth er ch arges a re  anticipated, it is  reco ir mended that this balance be tran sferred  to 
the A dm inistration Fund and added to the working capital.
Accounts R eceivable - Tenants' R ents: It was noted that tenants rents totaling 
$560. 83 w ere charged off as uncollectible during this audit period. This charge off was 
approved by the m em bers of the Authority and the Chairman of the State Housing Board.
Com prehensive Public Liability  Insurance: Attention is  directed to the fact that this 
insu ran ce, form erly  in e ffect, was canceled by direction of the State Housing Board as of
Ju ly 27, 1953. „ L1 . .
Subsequently, th is insurance was replaced with coverage of comparable * mount and 
scope. However, th is insurance, which was form erly  paid for at the rate of $ .7 5 6  per 
unit per year was billed under the new contract at $2. 02 per unit per year.
Tem porary Construction P ro je c t - T ra n sfer of Funds from  City of Chicopee: In this 
connection the previous audit report stated :
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"T h e following item was included in the Aldermanic Records, Ci y 
of Chicopee, page 16, dated August 6 , 1946:
'O rdered that the City Auditor be and is hereby ^utnh° r !Zed 
to tra n sfer the sum of Four Thousand D ollars ($4 ,000 . 0 ) rom 
the E x ce ss  and D eficiency Account to the Housing Authority 
M aintenance Account under the provisions of Chapter 372 o t e 
A cts of 19 4 6 .'
"In connection with the foregoing it was noted that the amount indi- 
cated was rece iv ed  by this Authority and was deposited in the Holyoke 
National Bank. There is , however, no record  of this item on the finan­
cia l reco rd s of this Authority. It is  understood that this will be used in 
connection with providing housing for Veterans of World War II under 
the provisions of Chapter 372 of the Acts of 1946. Expenditures in the 
amount of $ 2 1 1 .1 5  were made from this appropriation in connection with 
the Meadow T e rra ce  Federal P ro je ct for which the Authority reim bursed 
the fund. This p ro ject was tran sferred  to the City of Chicopee by the 
Public Housing Authority on January 1, 1950 with the Chicopee Housing 
Authority acting as agent for the C ity ."
It was recommended that this amount be recorded on the financial reco rd s of the 
Meadow T erra ce  P ro je c t and that it be turned over to the City of Chicopee. As of the 
date of this audit, this amount s t ill  does not appear on the financial reco rd s of the 
Authority.
In this connection it was learned that the attorney for the Authority has given his 
opinion that this $ 4 ,0 0 0 .0 0  should be turned over to the City of Chicopee.
It is therefore again recommended that this amount be recorded on the fin ancial r e c ­
ords of this Authority and that it be disposed of in accordance with existing d irec tiv e s .
LOWELL HOUSING AUTHORITY R E P O R T  NO. 54-H -66
Tenants' Accounts Receivable -  G eneral: On the date of audit the following outstand­
ing rent balances were due from tenants:
Temporary Construction $ 2 ,9 0 9  73
P ro ject 200-1 6 ,9 7 6  69
$ 9 ,8 8 6  42
The foregoing amounts include the following which have been outstanding m ore than 
six months:
Temporary Construction $ 2 ,0 2 7  82
P ro ject 200-1 2 ,0 4 9  01
$ 4 ,0 7 6  83
It is  recommended that im mediate steps be taken to dispose of these item s in a cco rd ­
ance with the regulations p rescribed  by the State Housing B oard , if it is  determ ined that 
there is  no possibility of th eir co llection . It was fu rther noted that item s of th is nature 
totaling $705. 8 8  w ere w ritten off as un collectible during the cu rren t audit period. This 
matter was discussed  with the executive d irector who stated that these large amounts of 
delinquent ren ts were occasioned mainly by the present poor econom ic conditions in this 
particular area .
Tenants' Security  Deposits - G eneral: It was noted that this Authority revoked its  
policy of collecting Security  Deposits from tenants. All such deposits with the exception 
of two $ 1 0 . 0 0  each have either been refunded or applied against rents or as partial r e ­
im bursem ents because of damages to apartm ents.
It was learned that the two remaining deposits have not been refunded because those 
to whom they are  due cannot be located.
Outstanding Checks - G eneral: It was noted that sev era l sm all checks totaling 
$ 2 6 .3 5  have been outstanding for m ore than one year. It is  understood that stop-paym ent 
ord ers will be issued on them and proceeds added to the balance on deposit.
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Status of Tem porary Construction P ro je c t : This Authority is  presently  preparing to 
return these units to the City of Lowell for demolition and in this connection sixty -fou r 
units were so returned during the cu rren t audit period. On the date of audit eighty-nine 
units were s t ill  under the control of this Authority while eight of them had already been 
vacated in anticipation of demolition. It was noted that the operating co sts  for this p ro j­
ect have not been correspondingly d ecreased  in relation  to the number of units s t il l  rented 
and as a resu lt this p ro ject is  being operated at a d eficit. In th is connection it was d eter­
mined that the operating loss from  January 1, 1954 to February 28, 1954 was $3 6 9 .3 0  
and it was estim ated by the accountant for the Authority that this lo ss  would in crease  as 
other units a re  returned to the City of Low ell. It is  th erefore  recom m ended that the r e ­
maining units be vacated on a m ore a cce lera ted  b a sis  so that these lo sse s  may be held to 
a minimum. It is  conceivable if the total d eficit exceeds the existing re se rv e s  balances 
of $ 7 ,0 9 2 .0 6 , the City of Lowell as the owner of these units might possibly be required to 
pay whatever is  not covered by the re se rv e s .
Vacancy Loss - P ro je ct 2 0 0 -1 : During th is audit period th ere was incurred a va­
cancy loss of $ 6 ,2 6 3 . 12. This loss entailed 3 ,8 9 8  days of unit vacan cies despite the fact 
that there is  apparently a number of e lig ib le applicants for apartm ents. In this connec­
tion, the executive d irector attributed this large lo ss  to an unusual turnover, as it is  the 
policy of th is Authority to renovate vacated units, these vacancy lo sse s  will undoubtedly 
continue.
It is  suggested that the renovating and renting of vacated apartm ents be hastened to 
reduce these vacancy lo sse s  in the future.
U tilities Furnished by G eneral C ontractor - P ro je c t 2 0 0 -1 : When this p ro ject was 
originally accepted an agreem ent was entered into with the general con tractor with regard 
to charges for u tilities  to be furnished until the bo iler room could be accepted as com ­
plete. During the period from M arch 1, 1951 to January 24, 1952 the general contractor 
rendered invoices totaling $47, 90 7 .0 9  for such se r v ic e s , which included w ater charges of 
$ 209 .07  that were subsequently paid by the Authority and an item  of $ 5 ,4 2 5 . 58 for o v e r­
head and profit. This amount was questioned because of the inclusion of the paid water 
b ill, and that portion representing profit. The en tire m atter w as, however, finally s e t­
tled and paid with the approval of the State Housing Board for $44, 985. 00.
Perm anent Financing -  P ro je c t 2 0 0 -1 : This p ro ject has not yet entered into perm a­
nent financing because of two pending m atters now in litigation . These ca se s  developed 
from  the purchase of land for the p ro ject s ite .
Payment in Lieu of T axes -  P ro je c t 2 0 0 -1 : In revising the ra te s  for the computation 
of Paym ents in Lieu of T axes , the State Housing Board has d irected  that such payments 
for the 1953 calendar year be made on the new b a sis  and that the d ifference be charged to 
the Operating R eserv e account. In this connection it was noted that this difference had 
been charged to the Surplus account in e r ro r .
It is  understood that the n ecessary  adjustm ents w ill be made.
The following com parison is  shown giving effect to the old and revised  ra te s  for P ay­
m ents in Lieu of T axes and the Operating R eserv e  Provision  for the period under audit:
Old R ates Revised Rates
Payment in Lieu of Taxes 
P rovision  for Operating R eserv e 
Total
$ 5 ,4 8 7  44 
16 ,0 6 0  0 0  
$21 ,5 4 7  44
$ 9 ,6 3 6  00 
12 ,848 00 
$ 22 ,484  00
It will be noted that there was a net in crea se  in expenses of $936. 56.
Accounts Payable - Development - P ro je c t 2 0 0 -1 : At the tim e of the original occu­
pancy, s a la r ie s  chargeable to the A dm inistration Fund w ere paid from  the Development 
Fund. In the p rocess of reim bursing this fund, duplicate payments totaling $ 315 .70  were 
made. The accountant for the Authority stated that the n ecessary  adjustment will be e f­
fected.
Com prehensive Public L iability  Insurance - P ro je c t 2 0 0 -1 : Attention is  directed to 
the fact that this insurance in effect was canceled  by the d irection  of the State Housing 
Board as of July 27, 1953.
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Subsequently insurance of a com parable nature and amount was obtained. It was 
noted, however, that th is insurance which was form erly  paid for at the rate of $ .7 5 6  per 
unit per year was billed  under the new contract at $4. 51 per unit per year.
Replacem ent of Kitchen T ile  -  P ro je c t 2 0 0 -1 : Since the initial occupancy of this 
p ro ject in M arch 1951, it has becom e n ecessary  to rep lace kitchen tile  in a ll the units 
with linoleum . C ontracts have been negotiated in the amount of $ 1 3 ,3 1 9 .0 0  for this work. 
It is  understood that the cause of th is condition was not due to e ither defective m ateria ls  
or im proper installation , but apparently because the type of tile  required in the sp e c ifi­
cations was not the proper type. It appears that the m ateria ls  used as rep lacem ent has 
thus fa r proved to be sa tisfacto ry .
WESTBOROUGH HOUSING AUTHORITY R EP O R T NO. 54-H -67
New Executive D ire c to r : Attention is  d irected  to the fact that M r. Thom as F . 
G reene, J r . ,  was appointed the Executive D irecto r for this Authority effectiv e O ctober 1, 
1953. This exam ination included a review  of the activ ities of his p re d ecesso r as well as 
a verification  of the cash  as of the date when M r. G reene assum ed this position.
Commonwealth Contribution: The Commonwealth may make an annual contribution 
of not m ore than 2 1/2%  of the total net Development C osts. In th is connection it was 
noted that this contribution for the fourth year under P erm anent Financing was $ 2 ,2 1 9 . 44 
and was computed as follow s:
2 1/2% of C osts $ 3 ,8 0 0  00
L ess :
Surplus T ran sferred  to Reduction R eserv e  1, 580 56
$ 2 ,2 1 9  44
This amount was paid to the f is c a l  agent, the National Shawmut Bank of Boston in 
February 1954.
In this connection, however, it was noted that the A uthority 's re co rd s do not as yet 
re flect the receip t of this subsidy.
Comprehensive Public L iability  Insu ran ce: Attention is  d irected  to the fact that th is 
insurance which was in effect was canceled  by d irection  of the State Housing Board as of 
July 27, 1953.
It was noted, however, that subsequently new p olicies w ere w ritten for insurance of 
comparable coverage. In th is connection th is insurance which was fo rm erly  paid for at 
the rate of $. 756 per unit per y e ar, was billed  under the new co n tract at the ra te  of $2 . 25 
per unit per year.
Tornado Damage: On June 9, 1953, the tornado which stru ck  W o rcester County did 
a certain  amount of damage to the roofs of the buildings in the p ro jec t, a s  w ell as to a 
few doors and window panes.
Because of the then existing em ergency a con tract for the re p a irs  was awarded to a 
local contractor and the total of the b ills  subm itted by him for payment in th is connection 
amounted to $ 5 6 7 .0 0 . It is  understood also that a portion of th is amount w ill be recov ered  
from insurance com panies.
As a m atter of inform ation it is  noted that th is p articu lar con tractor is  also  a m em ber 
of the Authority.
NORTH ANDOVER HOUSING AUTHORITY R EP O R T NO. 54-H -68
O perations under P erm anent Financing: The reco rd s of the Authority re flected  a 
surplus of $ 2 ,3 3 0 .7 0 ,  a fter taking into consideration  the maximum Commonwealth co n tri­
bution of $5, 8 5 0 .0 0 , for its  third f is c a l  year which ended on Septem ber 30, 1953. In a c ­
cordance with the instru ctions of the State Housing Board, this surplus was disposed of in 
the following m anner:
$ 1 ,3 1 2  38 
1 ,0 1 8  32 
$ 2 ,3 3 0  70
T ra n sfe r  to Operating R eserv e
T ra n sfe r  to Contribution Reduction R eserv e
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This Authority w ill also  rece iv e a subsidy of $ 4 ,8 3 1 . 6 8  for the f isc a l year ending 
Septem ber 30 , 1954. This amount rep resen ts the maximum subsidy of $ 5 ,8 5 0 .0 0  le s s  an 
amount reserv ed  for contribution reduction purposes from  the surplus of the prior f isca l 
year.
Com prehensive Public Liability  Insurance: Attention is  d irected  to the fact that this 
policy which was in effect was canceled by d irection of the State Housing Board as of 
Ju ly  27, 1953. Subsequently a new policy was w ritten for com parable insuran ce. How­
ev er, it was noted that th is insurance which was form erly  paid for at the ra te  of $ .7 5 6  
per unit per year, was billed  under the new contract at the rate of $1. 87 per unit per year.
Cash B alan ce: As of the date of audit, the cash  balance of the A dm inistration Fund 
appeared to be somewhat in ex ce ss  of what appeared to be its  im m ediate cash re q u ire ­
m ents. It is  suggested that som e consideration be given to the possib ility  of investing 
part of th is balance.
NEEDHAM HOUSING AUTHORITY R EP O R T NO. 54-H -69
Appropriated Funds: It was noted that these funds w ere returned to the Town of 
Needham in the amount of $ 3 ,3 8 8 .8 5  as was suggested in the rep ort of the previous audit.
Dispute in Site Im provem ent C ontract -  P ro je c t 2 0 0 -1 : As was noted in the previous 
audit rep o rt, a dispute had developed between this Authority and the Site Improvement 
C on tractor involving various m atters pertaining to the preparation of the p ro ject s ite . On 
May 6 , 1953, the p resent Chairm an of the State Housing Board reaffirm ed  the original 
d ecision  of the previous Chairm an. An inform al opinion which was rendered by a re p re ­
sentative of the Attorney G eneral concurred that any fu rther litigation in th is m atter would 
be of no avail. Thereupon the attorney for the Needham Housing Authority was instructed 
to term inate his preparation of th is c a se . The la tter has subm itted an item ized b ill for 
the preparatory phase of this case  in the amount of $1 , 509. 50. It is  understood that the 
Authority is  negotiating a settlem en t of th is fee with the attorney.
Com prehensive Public L iab ility  Insuran ce: Attention is  d irected  to the fact that this 
insurance form erly  in effect was canceled by d irection  of the State Housing Board as of 
Ju ly  27 , 1953.
Subsequently, insurance of a com parable nature and amount was placed with another 
company. However, it was noted that th is insurance which previously had cost $. 756 per 
unit per year was billed  under the new contract at $1. 87 per unit per year.
M ILLBU R Y  HOUSING AUTHORITY R EP O R T NO. 54-H -70
Financing: T h is Authority is  s t il l  in Tem porary Financing and th ere is s t ill outstand­
ing its  sixth  s e r ie s  noted in the amount of $ 3 1 5 ,0 0 0 .0 0 . These notes were purchased by 
Kuhn, Loeb and Company of New York at an in terest rate of 6 % with a premium of 
$ 1 7 ,0 7 5 . 00 making a net ra te  of . 6536%.
Accounts R eceivab le  -  F ilte r  Bed: It was noted that the "Accounts Receivable - F i l ­
te r  Bed" with a balance of $ 2 4 ,1 5 2 . 95 was settled  for $ 1 7 ,0 0 1 . 60. The d ifference was 
charged to Development C osts.
Accounts R eceivab le  -  Tenants: T h ere w ere two delinquent accounts totaling $110. 50 
on the books of the Authority as of Febru ary 28, 1954. One was owed by a form er tenant 
who vacated owing $79 . 50. Although this account was turned over to an attorney during 
the previous audit period, to date nothing has been co llected  on it.
Com prehensive Public L iab ility  Insurance: Attention is  d irected  to the fact that this 
insurance which was in effect was canceled by d irection of the State Housing Board as of 
Ju ly  27, 1953.
It was noted, however, that subsequently new p olicies were w ritten for insurance of 
com parable coverage. In th is connection, this insurance which was form erly  paid for at 
the ra te  of $. 756 per unit per y ear, was billed under the new contract at the ra te  of $1 . 87 
per unit per year.
Painting of P ro je c t D w ellings: During the past year all the dwellings were painted.
It was seen  that the con tract for this work was awarded to the lowest bidder at a contract 
p rice  of $4 , 7 5 0 .0 0 .
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Perm anent Financing: In anticipation of this A uthority's entering into P e r m a n e n t  
Financing and because it is  fe lt that this Authority w ill have a substantial surplus at that 
tim e, it is  suggested that it might be advisable to give consideration to reducing the con­
templated bond issu e , ra th er than setting up a large re se rv e .
NAHANT HOUSING AUTHORITY R EP O R T NO. 54-H -71
Rent R ece ip ts : The previous audit rep ort suggested that individual re ce ip ts  be i s ­
sued for a ll co llectio n s and that they be prepared when the co llections a re  actually made. 
In this connection, it was noted that the re ce ip ts  a re  s t ill  prepared in anticipation of rent 
co llections and that when tenants make p artia l paym ents, the prepared receip t is  not i s ­
sued until the en tire  amount is  co llected . It is  again advised that individual re ce ip ts  be 
issued for a ll co llection s and that they be made out when the actual co llection  is  made.
The audit of the used rent re ce ip ts  indicated that se v era l of the re ce ip ts  which w ere 
included in the sequence used during the audit period w ere not available for exam ination.
It is  suggested that a ll re ce ip ts  re g a rd less  of whether they are  issued be retained in s e ­
quence.
Cash D eposits: A com parison of the dates of the bank deposits and the dates on the 
duplicate rent re ce ip ts  indicated that the monthly rent re ce ip ts  a re  not being deposited 
until the month following that when the rent was due and paid. It is  suggested that the 
rental cash be deposited as soon as p racticab le .
Tenants’ Accounts R eceiv ab le : As of the date of audit, the balance of the Tenants’ 
Accounts Receivable control account was $ 5 2 3 .0 0  g rea te r than the aggregate of the d e­
tailed accounts in the tenants’ led ger. In this connection, it was noted that the variance 
was due to the failure to reco rd  $ 5 2 0 .0 0  of Febru ary  re ce ip ts  in the cash  re ce ip ts  book 
until M arch, and to cash shortages of $2 . 50 in June 1953 and $. 50 in Febru ary  1954.
Perm anent Financing: The operations of the Authority for the th ird f is c a l  y ear r e ­
flected a surplus of $ 1 ,7 8 8 .8 5  a fter taking into consideration  the Commonwealth C on tri­
bution of $ 2 ,4 7 8 .3 5  and the Contribution Reduction of $ 1 ,2 2 1 . 65 which had been reserv ed  
from the second fisca l y ear’ s surplus. This surplus of the third f is c a l  year w ill be used 
to reduce the Commonwealth Contribution for the fourth f isc a l year.
Comprehensive Public Liability  Insuran ce: It was noted that th is insuran ce in effect 
was canceled by direction of the State Housing Board as of Ju ly  27 , 1953.
Subsequently insurance of a com parable nature and amount was placed with another 
insurance company. However, this insurance which fo rm erly  co st $ .7 5 6  per unit per 
year was billed under the new co n tract at the ra te  of $2. 25 per unit per y e ar.
IPSWICH HOUSING AUTHORITY R E P O R T  NO. 54 -H -72
Expenditures - G en eral: It was noted that certa in  vouchers for general re p a irs  did 
not include a substantiating invoice from  the individual perform ing the work. It is  sug­
gested that b ills  for a ll s e rv ic e s  perform ed for the Authority be requested before payment 
is actually made.
Perm anent Financing - P ro je c t 2 0 0 -1 : The operations of th is  Authority for its third 
fisca l year under Perm anent Financing, which ended on Septem ber 30 , 1953, resu lted  in 
a surplus of $ 7 9 9 .4 0 , a fter taking into consid eration  the m aximum Commonwealth Con­
tribution of $ 6 ,8 0 0 .0 0 . It was understood that th is Authority w ill again re ce iv e  the m ax­
imum possible subsidy for the fourth f is c a l  year under Perm anent Financing.
Surplus - Tem porary Construction P ro je c t : The books of th is p ro ject re flected  a 
surplus of $ 2 ,9 6 7 . 26 for the year ending D ecem ber 31 , 1953. This amount was rem itted  
to the Town of Ipswich in M arch 1954.
Rent R o ll - Tem porary Construction P ro je c t : It was noted that the D ecem ber 1953 
rent charge to the Tenants’ Accounts R eceivable control account was $ 6 . 00 in e x ce ss  of 
the total of the resp ectiv e ch arges to the individual accounts in the tenants’ led ger. This 
variance was subsequently o ffset by an overdeposit of $ 6 .0 0  in February 1954. It is  r e c ­
ommended that the n ecessary  adjustm ents be effected  forthwith.
Com prehensive Public Liability  Insuran ce: Attention is  d irected  to the fact that th is 
insurance which was in effect was canceled by d irection  of the State Housing Board as of 
Ju ly  27 , 1953.
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Subsequently this insurance was replaced with protection of a com parable nature and 
amount with another company. It was noted, however, that this insurance which form erly  
cost $. 756 per unit per year was billed under the new contract at the ra te  of $ 2 .1 8  per 
unit per year.
BROOKLINE HOUSING AUTHORITY R E P O R T  NO. 54-H -73
Commonwealth Contribution: The operating lo ss  of this p ro ject for the f isc a l year 
ended Septem ber 30, 1953 was $ 5 5 ,0 4 6 .0 5 . before taking into consideration  the maximum 
Commonwealth contribution of $83, 6 5 0 .0 0 . However, th is contribution was reduced by 
$9, 554. 13, the amount of the surplus re flected  on the A uthority's accounts for the 1952 
year to $ 7 4 ,0 9 5 .8 7 . A fter the rece ip t of the Commonwealth's contribution as reduced, 
th is p ro ject w ill re fle c t a surplus for the fis c a l  year ending Septem ber 30, 1953 of 
$28, 603. 95, and w ill be used as a reduction of the contribution fo r the ensuing f is c a l  year 
ending Septem ber 30, 1954. These reductions of contributions w ere approved by the 
State Housing Board, and the subsidy for 1954 has already been deposited with the f isca l 
agent in the amount of $ 5 5 ,0 4 6 . 05.
Paym ent in Lieu of T axes and Operating R e se rv e : On D ecem ber 16, 1953, blanket 
instru ctions were issued by the State Housing Board affecting the payments in lieu of 
taxes to the c itie s  and towns. At the sam e tim e it was also  authorized to reduce the 
charges to the Operating R eserv e  from $5. 00 per dwelling unit per month to $4. 00 per 
dwelling unit per month.
At that tim e the payments in lieu of taxes w ere changed from  5% of the Net Dwelling 
Rent income to $ 3 .0 0  per unit per month and w ere made re tro activ e  to the beginning of 
1953. The e x cess  over the amounts accrued what would have been paid on the original 
b asis  for 1953 was also  to have been charged to the Operating R eserv e  account.
In this connection the d irective stated in part:
" ..........and se rv e s  to offset the in crea se  in payments in lieu of taxes.
By th is m eans, the financial stability  of the p ro jec ts  is  not affected . No 
in crease  in tenants' ren ta ls  or in the amount of State aid is  re q u ire d ."
From  the foregoing it would appear that the reduction of th ese ch arges to the O perat­
ing R eserv e  account would norm ally offset the in crea se  of allow ances to the c itie s  and 
towns for these payments. However, the reco rd s now indicate that the expenses of the 
Authority w ill in crease in 1954, and as a resu lt will reduce the surplus. T h is, w ill of 
cou rse, have a d irect effect on the reduction of the Commonwealth subsidy, and naturally 
the State aid required w ill be increased .
Attention is  also  directed to the fact that the Operating R e se rv e s  w ere being estab­
lished on the b asis  of a maximum of $300. 00 per unit and was to have been achieved within 
a five year period.
In the m ajority  of p ro jec ts  the maximum Operating R eserv e  is  attained within a le sse r  
period because of the fact that orig in al c red its , which had been establish ed  from the 
Operating profit during the Initial Operating P eriod  w ere being applied.
This p ro ject went into perm anent financing on O ctober 1. 1951, at which tim e the 
cred it applied to the Operating R eserv e  was $ 4 1 ,0 0 0 . 00. On th is b asis  the maximum 
would have been reached in August 1954. However, due to the charge to the re serv e  for 
the additional payment in 1953 and the reduction to $ 4 .0 0  per month per unit in acco rd ­
ance with the State Housing B o ard 's  d irectiv e , this maximum w ill not be reached until 
D ecem ber 1954. As a re su lt, a ll that was achieved was extending the charges to expenses 
and cred its  to the re se rv e  account for only four months. B ecau se both dates fa ll within 
the 1954 year, charges to expenses for Operating R eserv e  w ill be the sam e, while at the 
sam e tim e, the ch arges for payments in lieu of taxes w ill be substantially increased .
The payments in lieu of taxes for 1954 on both the new and form er b asis  follow:
291 units @ $3. 00 per unit per month - $ 1 0 ,4 7 6  00
If the orig in al b asis  was used - or 
5% of Sh elter Rent = 1954 Budget 
Estim ated  Shelter Rent $ 1 4 2 ,1 0 0  00)
L e ss :
Vacancy L o ss 1 ,5 0 0  00)
Net $ 1 4 0 ,6 0 0  00) 7 ,0 3 0  00
E x ce ss  payment - New B a s is  over Old $ 3 ,4 4 6  00
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From  the foregoing it must be acknowledged that because the charges to the O perat­
ing R eserv e  w ill rem ain  the sam e in 1954 and the payments in lieu of taxes in creased  by 
$ 3 ,4 4 6 .0 0 , that the Commonwealth contribution w ill be correspondingly increased  and 
dispels the theory quoted in the State Housing Board d irective of D ecem ber 16. 1953, that 
no in crease  in State aid is  required .
M iscellaneous Incom e: It was noted that the M iscellaneous Income account had been 
credited with $64. 80 that actually  was not incom e. The cred it was due to the following 
item s having been cred ited  in e r r o r  to this account:
A - The accountant for the Authority receiv ed  $64. 00 for Ju ry  Duty. Having 
been paid by the Authority he refunded this amount. The amount refunded should 
have been cred ited  to the 4100 - Management Expense account.
B - A deposit for rental co llection s in Jan uary 1954 was obviously $. 80 
short and the shortage was made up by the accountant. This d ifference was due 
to a poorly w ritten check as it c leared  through the loca l bank as listed  but in 
final clearing was noted to be that amount g re a te r . The bank subsequently 
credited the Authority’s account with this amount.
These item s were brought to the attention of the accountant and it is  understood that 
the required adjusting en tries w ill be effected .
Delayed D eposits: It was noted that co llection s w ere not being promptly deposited in 
the bank. A test was made of th ree months co llections and it was indicated that amounts 
occasionally running as high as $1 , 20 0 .0 0  had been held for periods of se v e ra l days. It 
was further noted that $1 3 0 .4 0  co llected  on February 26, 1954 was not deposited until 
March 8 , 1954, and the proper tenants' accounts w ere not cred ited  until the la tter date.
The importance of making daily deposits was brought to the attention of the authori­
ties and it is  understood such a p ractice  has already been inaugurated.
Discounts on P u rch ases: It was noted that sev era l invoices had been paid in full b e ­
fore the expiration of the discount periods. Sev era l other invoices on which discounts 
should have been taken had also been paid in fu ll. This m atter was called  to the attention 
of the personnel and henceforth all invoices w ill be exam ined so that advantage may be 
taken of all discount te rm s.
Potential Rents and Tenants’ L ed g ers: It was noted that rental incom e that had been 
properly established p rio r to the beginning of each month was not being record ed  on the 
tenants' ledgers until the end of the month. In th is connection ch arges and cred its  for 
collections were posted sim ultaneously at the c lo se  of the month. R en tal adjustm ents 
were made on the potential b a s is  and the adjusted net amount so estab lish ed  at the end of 
each month.
This p ractice  is  con trary  to the method p re scrib ed  by the Manual of Accounts issued 
by the State Housing Board and the potential incom e lo ses  its  identity.
The proper procedure is  to post the potential re n ts , as establish ed , to the tenants' 
accounts and cred it it to the incom e account. Subsequent adjustm ents due to m ove-outs, 
new tenants or changes in rent e tc . would be made prior to the end of the month by d irect 
journal en tr ies .
The re ce ip ts  should of cou rse be posted as co llection s are  made.
E x cess  U tility C h arges: It w ill be noted from  the Operating Statem ent for the year 
ending Septem ber 30 , 1953 that the charges for u tilities  to the tenants was $5 , 111. 71 in 
excess of the actual ch arg es. The ex ce ss  charge is  due to an a rb itra ry  estim ate 
established by the Authority and included in the monthly charges to tenants for u tilities .
The excess iv e  charge averaged $17. 56 per unit, based on total number of units, and 
would amount to approxim ately $1 . 50 monthly to each tenant on an average b a sis .
Compensation to Board M em bers: The M em bers of the Board did not accept any 
compensation for th eir  se rv ic e s  during the audit period.
Com prehensive Public L iab ility  Insurance: Attention is  d irected  to the fact that this 
insurance in e ffect was canceled by d irection of the State Housing Board, as of Ju ly  27, 
1953.
Subsequently, insurance of a com parable amount and scope was purchased. It was 
noted, however, that th is new insuran ce, which form erly  co st $ .7 5 6  per unit per y e ar, 
was billed  under the new con tract as follow s:
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P ro je c t 200-1 
P ro je c t 200-1A
$ 6  32 per unit per year 
6 6 6  per unit per year
FRANKLIN HOUSING AUTHORITY R E P O R T  NO. 54-H -74
Commonwealth Contribution: The Commonwealth's contribution for the fourth year 
under Perm anent Financing w ill total $ 7 ,0 0 0 .0 0  minus whatever portion of the surplus 
that is. tra n sferred  to the Reduction R eserv e . The surplus for the th ird year was 
$ 2 ,0 2 8 .1 3 . The Authority is  awaiting instru ctions from  the State Housing Board as to 
the disposition of the prior y e a r 's  surplus.
Comprehensive Public L iability  Insuran ce: This Authority was fo rm erly  insured 
for Comprehensive Public L iability . This policy, however, was canceled  by d irection  of 
the State Housing Board as of Ju ly 27, 1953.
Subsequently, insurance of a com parable nature and amount was obtained. It was 
noted, however, that this insurance which was form erly  paid for at the ra te  of $ .7 5 6  per 
unit per year was replaced  with insurance which was billed  under the new contract at 
$2. 25 per unit per year.
P ro je ct Inspection: In connection with the visual inspection of th is p ro jec t, it was 
noted that sev era l dwellings appeared to be in need of painting. It was learned from  the 
Executive D irector that the Authority contem plates th is painting during th is cu rren t year.
Capital Im provem ents: The previous report comm ented that certa in  con tract awards 
had been made for capital im provem ents and that th ere was s t il l  an unpaid balance of 
$ 1 ,3 4 0 .0 0 . In this connection it was noted that the re fe rre d  to im provem ents w ere com ­
pleted and final payment was made in the amount indicated.
Accounts Payable - Development: The previous report comm ented that th is account 
showed a balance of $261. 25 which was not actually represented  by a liab ility  and that it 
be accordingly adjusted. It was noted that this account was properly closed  out.
HULL HOUSING AUTHORITY R E P O R T  NO. 54-H -75
Com prehensive Public Liability  Insurance R ate s : It was noted that th ese insurance 
p o licies in effect for this p ro ject were canceled  by d irection  of the State Housing Board 
as of July 27, 1953. These p olicies which had been paid for at the ra te  of $. 756 per unit 
per year were subsequently replaced with another policy of com parable amount and scope 
which was billed at the rate of $1 . 87 per unit per year.
Perm anent Financing: The reco rd s of this p ro ject re flected  a surplus of $ 2 ,0 9 8 . 58 
a fter taking into consideration the Commonwealth Contribution of $ 7 ,4 2 2 .0 0  and the Con­
tribution Reduction of $ 7 0 3 .0 0 , for the second fisc a l year under P erm anent Financing. 
This surplus was tran sferred  to the Reduction of Annual Contribution R eserv e .
This Authority has received  a subsidy of $ 6 , 026. 42 for its  third f isc a l year under 
Perm anent Financing. This amount rep rese n ts  the maximum subsidy of 2 1 /2 % of the 
C ertified  Development C osts le s s  an amount reserv ed  for subsidy reduction from  the 
surplus of the p rior year.
Charges for G as: The Authority pu rchases gas for cooking at a lower ra te  because 
of consolidated purchase for a ll 28 units. A flat ra te  is . however, charged to the re sp e c­
tive tenants according to the number of room s in th eir apartm ents. The previous audit 
report commented on th is e x ce ss  billin g  to the tenants and discussed  the reduction of the 
ra tes  to tenants.
It was noted in th is connection that the utility company from  whom the gas is  pur­
chased had in co rrectly  billed  the Authority for the period between D ecem ber 9, 1952 and 
June 9, 1953, because the supplier had not included the 10 pound p ressu re  factor in 
computing its  charges and as a re su lt th ere was paid an ex ce ss  of $114. 6 8 .
It a lso  now appears that the amounts co llected  from  tenants for these ch arges w ill be 
approxim ately the sam e as the cost to the Authority.
Purchasing P o licy : It was noted in one instance that the Purchasing Policy  as 
stated  in the Management Program  was not being followed. Telephonic bids w ere ob­
tained but not confirm ed in w riting even though the purchase was in the stipulated c a te ­
gory between $ 2 5 .0 0  and $ 1 5 0 .0 0 . It is  recom m ended that such bids be henceforth con­
firm ed  in w riting.
P .D . 6
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n p n f iB T  NO 54-H -76
NORTH ADAMS HOUSING AUTHORITY K l ™
Debt Serv ice  Paym ents: This Authority pays into its Debt Service Fund through its 
fisca l agent each year from  rental income an amount, which together wi amoun s 
ceived from other so u rces , w ill equal that fisca l year’ s total debt requirem en s . 
debt requirem ents fo r the f isc a l year 1954 were computed as follow s:
Bonds Maturing and Interest Payable 
June 1, 1954 
L e ss :
State Contribution 
Interest on Investment 
1/40 of Prem ium  
P ro ject Surplus
$ 3 5 .1 3 7  50
$22 ,7 2 5  00 
425 34
438 57_______ 23. 588 91
$ 1 1 ,5 4 8  59
P ro ject Surplus: It was noted that the p ro ject surplus from  the f ir s t  f is c a l year of 
operations of $5, 623. 92 was tran sferred  to the Operating R eserv e  account.
Sale of Surplus Land: It was noted that this Authority sold a p arce l of land to the 
City of North Adams for $451. 00. This amount was deposited in the Development Fund 
bank account but was credited to the Operating R eserv e  account of the A dm inistration 
Fund. It is  recommended that a tran sfer of th is amount be made from, the Development 
Fund to the Administration Fund to bring the accounts into agreem ent.
Tenants' Selection: In reviewing the tenants’ selectio n  f i le s ,  the following was noted:
1. Insufficient data on fam ily income and dependents to substantiate 
the rental charges to tenants.
2. The allowable deductions from  g ro ss  incom e w ere not available.
It is  recommended that the tenants' selectio n  f ile s  be rev ised  to include data to sup­
port the current rental charges paid the various tenants.
Comprehensive Public Liability  Insu ran ce: Attention is  d irected  to the fact that this 
insurance in effect was canceled by d irection  of the State Housing Board as of Ju ly 27,
1953.
Subsequently insurance of a com parable nature and amount was obtained from  another 
company. It was noted, however, that th is  insurance which fo rm erly  was paid for at the 
rate of $ .7 5 6  per unit per year was billed under the new con tract at $1. 87 per unit per 
year.
NORTH ATTLEBOROUGH HOUSING AUTHORITY R E P O R T  NO. 54-H -77
Permanent Financing: The reco rd s of the p ro jec t, a fter taking into consideration 
the maximum annual Commonwealth Contribution of $ 6 ,1 2 5 .0 0 ,  indicated a surplus of 
$1 ,278. 52 for the f ir s t  f is c a l year which ended on June 30 , 1953. This surplus was tr a n s ­
ferred to the Operating R eserv e  on instru ctions from  the State Housing Board. It is 
understood that the Authority will again re ce iv e  the maximum subsidy in connection with 
its second fisca l y e a r 's  operations.
Accounting of Su rch arges: It was noted that the offsetting cred it to the tenants’ 
charges for ex cess  u tilities  had been entered in the rental incom e account. Since the 
purpose of these charges is  to re im b u rse the Authority for e x ce ss  utility co s ts , it is  su g­
gested that the cred it be applied to the U tilities account. In this m anner the U tilities a c ­
count w ill show the actual expense incu rred  by the Authority and not be inflated by amounts 
which must be paid by tenants.
Insurance Adjustm ent: It was noted that an insurance recov ery  for a fire  lo ss  in an 
amount of $ 1 0 8 .7 5  had been credited to the Insurance Expense account in June 1953. Since 
the expense of the fire  damage re p a irs  had been charged to the R ep a irs , M aintenance and 
Replacem ents account, this recov ery  should also have been cred ited  to that account. It is  
suggested that this procedure be followed in the event that th ere are  any such re co v eries  
in the future.
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C ertifica te  of Com pletion: As of the date of audit, P art II of the C ertifica te  of Com ­
pletion of the development of the p ro jec t had not yet been signed by both the Authority and 
the general co n tra c to r. This delay in signing is  due to a difference of opinion regarding 
a change ord er deduction of $300. 00 because of fa ilu re  to con stru ct a hydrant.
Income C ash: The previous audit rep ort commented upon the lengthy periods of 
tim e that the incom e cash  had rem ained in the custody of the Execu tive D ire c to r . In this 
connection it was again noted that the incom e cash  is  s t i l l  being held.
It is  understood that the rents a re  generally  co llected  evenings and during other 
sp are tim e of the Executive D irec to r. When he is  working locally  th ese re ce ip ts  can be 
deposited prom ptly, but when he is  working out of town the co llection s a re  held by him 
until such tim e as he can get to the bank during banking hours.
It is  suggested that the Authority e ither avail i ts e lf  of night deposit fa c ilit ie s  or con­
sid er the possibility  of having whichever m em ber is  in town making the deposit on behalf 
of the Executive D irec to r.
E x ce s s  Cash: As of the date of audit, the balance of the A dm inistration Fund cash 
totaled $10, 5 3 8 .7 0 . This balance would appear to be somewhat in e x ce ss  of the im m edi­
ate cash  requ irem ents of the Authority. It is ,  th erefo re , suggested that the advisability 
of investing a portion of th is balance be considered.
Rent R eceip ts : The exam ination of the used rent re ce ip ts  indicated that they had not 
been issued in num erical sequence. It is  suggested that these re ce ip ts  be so issued.
Com prehensive Public Liability  Insuran ce: Attention is  d irected  to the fact that this 
insurance which was in effect had been canceled  by d irection  of the State Housing Board 
as of Ju ly  27, 1953.
Subsequently, insurance of a com parable nature and amount was obtained from  an­
other insurance company. However, it was noted that th is insurance which fo rm erly  was 
paid for at the ra te  of $ .7 5 6  per unit per year was being billed  under the new contract at 
the ra te  of $1. 87 per unit per year.
PLYMOUTH HOUSING AUTHORITY R E P O R T  NO. 54-H -78
Contract for A rch itectu ra l S e rv ic e s : In a rep ort of an exam ination of the accounts of 
the Plymouth Housing Authority issued on Ju ly 27, 1951, the following com m ent relating 
to th is su b ject was included:
"T h is  con tract was exam ined and the p ercentages shown in the tables 
attached to the con tract w ere applied to the final construction  award. On 
this b asis  the resultan t fee should have been $12 , 945. 97. The actual pay­
m ents to the arch itec t which w ere approved by the State Housing Board 
under date of August 23, 1950 totaled $ 2 1 ,7 0 0 .0 0 , rep resenting  an o v e r­
payment of $ 8 ,7 5 4 .0 3 . In th is connection attention is  called  to the fact 
that the State Housing Board approval indicated a 5. 62% ra te  for a ll s tru c ­
tu res . This is  the A -R ate  taken from  T able I of the ra te s  attached to the 
con tract. Said A -R ate  is  defined as follow s:
'T h e  A -R ate applied to two story  row houses and/or fla ts  of 
not le s s  than four fam ily units in a single building and having a 
variation of not m ore than s ix  different dwelling types in a single 
given p r o je c t . '
"T h e following is  taken from  T able IV of the tab les attached to the con­
tra c t :
' Single Fam ily Houses and Duplex Houses A rch itect F e e s :
The fe e s  to be paid fo r com plete a rch itectu ra l se rv ic e s  in 
accordan ce with P a rt in ,  A rtic le  I of the contract sh all be 10% 
of the proportion of a bona fide construction  bid, as it involves 
stru ctu res  a llocab le to:
2 units for p ro je c ts  up to 29 units
3 units for p ro jec ts  up to 39 units
4 units fo r p ro je c ts  up to 49 units
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'5  units for p ro jects  up to 59 units 
6 units for p ro jects  of 60 units and la rg er
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To this shall be added $ 100 .00  a unit for the rem ainder of 
the f ir s t  20 houses and $5 0 .0 0  a unit th ereafter. *
"T h is  p ro ject consists of 17 buildings, three of which a re  row houses 
of four apartm ents each and the other 14 are  duplex houses. In a cco rd ­
ance with the term s of the contract, it would appear that the A -R ate  should 
have been applied to the row houses and the ra te s  of Table IV to the duplex 
houses.
"It is  therefore recommended that the State Housing Board recom pute 
the arch itec t's  fee in accordance with the tab les attached to the co n tract, 
and take immediate steps to attem pt to co lle ct the apparent ov erp aym en t."
This comment was repeated in b rie f form  in the audit rep ort issued on August 28,
1952 and again in the audit report issued on Ju ly 27 , 1953.
On August 5, 1952 the then Chairman of the State Housing Board in a le tte r  to the 
Chairman of the Plymouth Housing Authority advised him that the State Housing Board  had 
computed the a rch itec t's  fee . and that the payment to the arch itec t had been $ 8 , 754. 03 in 
excess of the amount actually due. It w ill be noted that th is amount a g rees  exactly  with 
that which appeared in our previous audit rep ort. Subsequently the p resen t D irec to r  of 
the State Housing Board further verified  th is overpaym ent, as is  evidenced by the follow ­
ing letter which he forwarded to the Attorney G eneral on Septem ber 9, 1953:
COPY
STATE HOUSING BOARD
Management
Septem ber 9, 1953
TO: Attorney G eneral
FROM: Harland A. M cP h etres, D irecto r
SU BJEC T: PLYMOUTH 200-1  -  CONTRACT FOR A RCH ITECTURAL SERV IC ES
In State A uditor's Report #53 -H -70  covering accounts of the Plymouth Hous­
ing Authority for the period A pril 30, 1952 to M arch 31, 1953, which was issued Ju ly 27, 
1953, and also in the A uditor's Report for the previous y e ar, a comm ent was made that 
an overpayment of $ 8 ,7 5 4 .0 3  had been made to the A rch itect with a recom m endation that 
the State Housing Board recom pute the fee and take step s to re co v er the e x ce ss  payment.
There is  a le tte r dated August 23, 1950 in our f ile s  signed by form er 
D irector Harold Robinson which authorized the loca l Authority to pay the A rch itect 
$21, 700 for his s e r v ic e s , which included the noted overpaym ent.
While th is audit was in p ro g ress  th is Board recom puted the A rch ite c t's  fee 
and verified  the overpaym ent of $ 8 , 754. 03 and under date of August 5, 1953 advised the 
Plymouth Housing Authority re la tiv e  to the sam e.
The Auditor also  stated in the above rep ort that the Authority had not acted 
on this m atter because the Chairm an has taken the position that any action for the r e ­
covery of the overpaym ent should be undertaken by the State Housing Board.
Will you kindly inform  th is Board as to the proper procedure to be followed 
in ord er to co lle ct the aforesaid  overpaym ent.
(Signed) Harland A. M cP h etres 
D irector
Attention is  d irected  to the fact that in th is le tte r the D irecto r did not requ est the 
opinion of the Attorney G eneral on th is m atter, but m erely  asked the procedure to be fo l­
lowed to c o lle ct the overpaym ent, yet in response to this le tte r  on November 25, 1953, 
the following inform al opinion was rendered by the A ssistant Attorney G en eral assigned to 
the State Housing^Board-
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COPY
November 25, 1953
MEMORANDUM
TO: Harland A. M cP h etres, D irector
FROM: A ssistant Attorney General
SU B JE C T : Plymouth 200-1  - Contract for A rch itectu ra l S erv ices
Auditor’ s Report No. 53-H -70
This is  not a form al opinion of the Attorney G eneral.
Your memorandum dated Septem ber 9, 1953, requ ests the advice of this 
office in regard  to the proper procedure to be followed in regard  to an alleged overpay­
ment by the Plymouth Housing Authority of $ 8 ,7 5 4 .0 3  to the arch itec t.
Said overpayment was made by authority of a le tte r to the Plymouth Author­
ity dated August 23, 1950, signed by form er State Housing Board D irecto r Harold 
Robinson. The State A uditor's Reports for recen t y ears have comm ented as to this o v e r­
payment.
B efore advising your Board as to the proper procedure to be followed in 
ord er to co llect the alleged overpaym ent, it is  proper for this o ffice  to consid er whether 
any such action is  n ecessary  by determ ining which computation rep rese n ts  a c o rre c t 
legal interpretation of the contract.
In th is resp ect it is  noted f ir s t  that the final figu res arriv ed  at in both com ­
putations, as to s ite  engineering and lawns and planting, differ by negligible amounts.
The m ajor d ifference is  found in the computation of the fee for s tru ctu res .
In an inform al opinion of th is o ffice , dated November 17, 1952, wherein the 
sam e question of interpretation was involved in regard  to the A rch itects  C ontract with the 
G loucester Housing Authority, this office ruled that the fee for the a rc h ite c t 's  serv ices  
should be based on the schedule of fe es  under Annex " B " ,  table I. The sam e principles 
of law as to the interpretation  of that contract a re  applicable to the co n tract now in 
question.
However, the case  for such an interpretation  of th is contract is  stronger 
even than it was in the case  of the G lou cester co n tract. The G lou cester contract reads 
" . . .  which percentage sh all be determ ined from the table of fe es  attached h ereto . Annex 
' B ' . " ,  the re feren ce  to Annex " B "  having been typed in at the end. The G loucester con­
tra c t was executed on the form  adopted Ju ly 1, 1948. The con tract form  in question here 
was adopted July 27, 1949. It reads . .  which percentage sh all be determ ined from  the 
appropriate Table of F e es  attached h e re to ."  The words "app ropriate Table of F e e s "  have 
been erased  and "Annex B , T itle  I" typed in in place th ereof on this contract.
Application of th is interpretation  to the computation of the fee using the A- 
Rate re su lts  in a fee for stru ctu res  equal to the fee approved by the form er D irector, 
Harold Robinson. The fee for s tru c tu re s , arrived  at by the revised  computation, was ob­
tained by application of the method called  for in the regu lar form  contract which contained 
the words deleted in the instant contract "app ropriate Table of F e e s " .  This does not 
rep resen t the method agreed upon by the p arties when this contract was executed and 
th erefore  is  in co rrec t.
It may be further noted that by the wording of Annex B the arch itec t could 
su ccessfu lly  contend that he is  entitled to the application of the B-Rate included under 
Annex B in which event he would be entitled to be paid 6 . 26 per cent of the bona fide bid 
involving stru ctu res  instead of the 5. 26 per cent actually paid.
However, s in ce it is  evident that the p arties to the contract understood that 
the A -R ate  was to apply and payment of the amount approved by the form er D irecto r of 
the Board was accepted by the a rch itec t, application of the A -R ate may be assum ed to be 
c o rre c t .
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The figure approved by the form er D irector is  th erefore  the co rre c  
figure. There being no overpayment to the A rch itect, it is  unnecessary to advise you as 
to the proper procedure to co llect the aforesaid  overpayment.
MLA:ecc 
Orig. to 
Chmn. S. H. B
Attention is  d irected  to the fact that in the section  of the a rc h ite c t 's  con tract which 
outlines the computation of h is fee , the words "which percentage sh all be determ ined 
from the appropriate Table of F e es  attached h ere to " have been erased  and the words 
"Annex B , T itle  I"  typed in th eir place in the State Housing Board copy, while the Au­
thority's copy is  also  erased  and reads "Annex B , Table I " . The typing on both con tracts  
clearly  indicates that they were originally  carbon cop ies, and the wording in both copies 
of the entire contract is  en tirely  identical with the exception of the d ifferen ces noted in 
these alterations.
It seem s inconceivable that th is Departm ent in two su ccessiv e  audits and that two 
separate D irectors of the State Housing Board , who exam ined the contract at d ifferent 
tim es with particu lar em phasis on the computation of fee , could have overlooked this 
obvious insertion if it had appeared on the contract at the tim e of these various compu­
tations. The net resu lt of the a lteration s is  to make payment of a fee applicable to this 
project which is entirely im proper for this type of p ro ject. It is  the position of th is D e­
partment that this change was obviously made a fter the signing of the co n tract, to leg a l­
ize the fee that had been paid, and that at the tim e the a rc h ite c t 's  fee was computed 
originally by this Department and checked la te r by the State Housing Board , the contract 
contained no such unusual provision.
If the A ssistant Attorney G eneral who gave the inform al opinion on th is  m atter had 
consulted with this Department, these facts  would have been brought to his attention, and 
if he had made an exhaustive exam ination of the general fa c ts  of the m atter, he would 
have noted other p ecu liarities in connection with this con tract.
This arch itect’ s contract was dated Ju ly 26 , 1949 and approved by the Chairm an of 
the State Housing Board on August 10, 1949, w hereas a tim e stam p appearing on one page 
of the contract indicates that the con tract was not rece iv ed  at the State Housing Board 
until August 19, 1949. It is  difficult to conceive that it could have been approved p rio r to 
its receip t.
In consideration of the fact that th is con tract was ostensib ly  approved by the C h air­
man of the State Housing Board on August 10, 1949, the fact that such approval had been 
made could not have been known to the Plymouth Housing Authority, who on August 11, 
1949, according to th eir m inutes, voted to delay entering into a form al con tract with th is 
same arch itect at that tim e.
It is  requested that a ll of th ese fa c ts  be brought to the attention of the Attorney G en­
eral and that a form al opinion be rece iv ed  from  him as to the propriety of th is payment.
Operations under P erm anent Financing: The reco rd s of the Authority, a fter taking 
into consideration the Commonwealth Contribution of $ 8 ,4 1 5 . 10 and the application of the 
prior y e a r 's  surplus of $ 2 ,7 5 9 . 90, re flected  a surplus of $ 2 ,8 0 1 .3 6  for the third f isc a l 
y ear's  operations which ended on M arch 31 , 1954.
Charges to Accounts Payable - D evelopment: It was noted that co sts  of $185. 8 6  
pertaining to the rep lacem ent of h ea ters had been charged to the Accounts Payable - D e­
velopment account during February and M arch 1954. It was fu rther noted that p rior to 
that tim e such item s had been properly charged to the R ep a irs , M aintenance and R ep lace­
ments account. It is  suggested that a ll ch arges be properly c la ss ifie d  in ord er that 
proper com parisons might be made of the actual and budgeted operations.
Working Capital: As of the date of audit the balance of the Working Capital account 
amounted to $67. 02 . Since th ere  is  no apparent need for th is account, it is  suggested 
that th is balance be tra n s ferred  to the Operating R eserv e .
Com prehensive Public Liability  Insu ran ce: Attention is  d irected  to the fact that this 
insurance form erly  in e ffec t, was canceled by d irection  of the State Housing Board as of 
July 27 , 1953.
Subsequently, insurance of a com parable nature and amount was purchased from  an­
other company. However, th is insuran ce, which was form erly  paid for at the ra te  of 
$ . 756 per unit per year was billed under the new contract at $2 . 36 per unit per year.
A ssistant Attorney G eneral
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NORWOOD HOUSING AUTHORITY R E P O R T  NO. 54-H -79
Com prehensive Public L iability  Insurance R ate s : It was noted that the insurance 
p o licies in effect for this p ro ject were canceled  by d irection of the State Housing Board. 
These p o licies, which had been paid for at the rate of $ . 756 per unit per y e ar, w ere sub­
sequently replaced with other p olicies of coir parable nature and amount which w ere billed 
under the new contract at the ra te  of $ 2 . 1 1  per unit per year.
.. P errranent Financing: The reco rd s of this p ro jec t, a fter taking into consideration 
the Commonwealth s contribution of $ 2 0 , 0 0 0 . 0 0  re flected  a surplus of $ 9 ,1 3 4 . 46 for the 
f ir s t  f is c a l  year under P erm anent Financing. This surplus was distributed as follow s:
T ra n sfer to Operating R eserv e  $ 3 ,8 0 9  46
T ra n sfer to Reduction of Annual Contribution R eserv e  5 ,3 2 5  00
$ 9 ,1 3 4  46
The Authority has a lso  rece iv ed  a subsidy of $14, 6 7 5 .0 0  for the second fisc a l year 
under Perm anent Financing. This amount represented  the maximum subsidy of 2 1/2% 
of the certified  development co sts  le s s  $ 5 ,3 2 5 .0 0  which was reserv ed  for the subsidy 
reduction from  the surplus of the p rior year.
A rch ite c t 's  F e e : The previous audit rep ort stated that the arch itec t had apparently 
been paid in e x ce ss  of h is approved fee  as computed by the State Housing Board. It was 
urth er stated  in that rep o rt, that this m atter had been turned over to the Attorney Gen­
e r a l for an opinion.
In th is connection it was noted that the a rch ite c t had also  been paid an additional 
$1 , 252. 00 during th is audit period on the b a sis  of the following le tte r  from  the State Hous­
ing Board :
COPY
THE COMMONWEALTH O F MASSACHUSETTS 
STA TE HOUSING BOARD
90 Trem ont S tree t, Boston
........................................Execu tive D irecto r
Norwood Housing Authority 
M unicipal Building 
Norwood, M assach u setts
D ear M r........................ :
July 8 , 1953
R eferen ce  is  made to your le tter of A pril 30, 1953 with which you enclosed 
th ree copies of the E x tra c ts  of the Special Meeting held by your Authority on April 24, 
concerning the fee for A rch itectu ra l s e rv ic e s .
This o ffice  has review ed the documentation submitted and is prepared to o f­
fe r  the Authority its  opinion on the m atter. This office will approve the resolution 
adopted by your Authority which provides for an unconditional re le a se  from  the A rchitect 
s im ila r  to the attached form and one copy of this re le ase  should be returned to this office 
for filing .
Authorization to make payment to the A rchitect in the amount of $ 1 ,2 5 2 .0 0  
is  herew ith granted sub ject to the securing of the re le a se .
Very truly yours,
/ s / ........................................
......................D irector
Acting for and in Behalf of the Chairm an
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The following certifica te  of re le a se  was obtained:
COPY
I , ...................... .. A rchitect for Washington Heights. State-aid ed Housing D e­
velopment, Norwood 2 0 0 -1 , do hereby certify  that the above total of $ 1 ,2 5 2 .0 0  re p re ­
sents the en tire balance due me on my Contract for A rch itectu ral Se rv ices  for P ro je c t 
Norwood 200-1 .
In consideration of the payment to me of $ 1 .2 5 2 . 00, I do hereby re le a se  the 
Norwood Housing Authority from  any and all clain  s a risin g  over or by virtue of my Con­
tract for A rch itectu ral S erv ices .
In w itness whereof. I have hereunto signed and sealed  this instrum ent this 
23 day of July 1953.
/ s / ..................................................
A rch itect
Witness:
/ s / ............................... .. Chairman
Appropriated Fund: It was noted that the balance of $634. 6 6  rem aining from  the 
Town Appropriation Fund was recorded as part of the Development Fund. It is  re co m ­
mended that this amount be set up as an Appropriated Fund.
Management P rogram : It was noted that the P urchasing policy as stated  in the 
Management Program  was apparently violated. In th is connection Section IV. paragraph 
b, states:
"A ll purchases and con tracts  involving a sum of not le s s  than $ 5 0 .0 0  
and not m ore than $ 3 0 0 .0 0  shall be made only a fter o ra l or telephone bids 
(confirmed in writing) have been obtained from at least th ree  vendors or 
co n tra c to rs ."
In one instance the Authority contracted  for the painting of the dow nstairs in terio r of 
an apartment for $98. 00.
It is recommended that in the future the purchasing policy as stated  in the M anage­
ment program be complied with.
General Books of Account: It was noted that se v e ra l e r r o r s  in addition had been 
made in the general ledger and check book.
It was further noted that the control account in the gen era l ledger and the related  
tenants' accounts were not in agreem ent as of February 28, 1954, because of the follow ­
ing e rro rs :
1. In co rrect rent ro lls  in August and D ecem ber 1953, and January and
February 1954
2. Cash sh ortages totaling $ 4 5 .0 0  in Septem ber 1953 and February 1954, 
due to e r r o r s  in addition
3. Two posting e r r o r s  -  #1 0 7 0 6 J $ 1 5 .0 0  posted $ 3 8 .0 0
# 10983J 5 1 .0 0  posted 4 1 .0 0
It is recom m ended that m ore c a re  be e x e rc ise d  in these m atters  in the future. In­
structions were given to the proper personnel so that the n ecessary  co rre ctio n s could be 
effected.
Hot W ater H eaters: Attention is  d irected  to the fact that th ere has been a great 
deal of d iscussion  with re sp ect to hot water heating. It is  understood that the tenants 
favor o il h ea ters because in th eir opinion they a re  m ore econom ical to operate, the Au­
thority appears to believ e that gas would be cheaper to obtain and also that the units would 
have a ten year guarantee, and the town o ffic ia ls  tend to want e le c tr ic  heating because the 
Town of Norwood o p erates an e le c tr ic  light plant.
V isit to P ro je c t : This p ro ject was visited  and the following conditions w ere noted:
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1. The paint on parts of the buildings was b listerin g .
2. Touch up paint job was not blended in to the orig in al paint job.
3 . P a in te rs  m issed  som e spots on one building.
4 . One building was badly streaked .
5. One building was defaced with crayon m arks.
6 . On many buildings th ere  are  quite a few badly warped and cracked
clapboards.
7. One lawn had a ditch dug a c ro ss  it.
8 . Many broken windows in storm  doors throughout p ro ject.
In connection with the n ecessa ry  painting, it was noted that a con tract was negotiated 
for $ 6 ,5 0 0 .4 0 ,  dated Septem ber 26, 1953 and work was started  on it in O ctober 1953. 
During th is  audit period the con tractor rece iv ed  $ 3 ,2 5 0 .2 0  on account and in M arch 1954 
he rece iv ed  an additional $ 3 ,0 5 0 .2 0 ,  leaving a balance due him of only $ 2 0 0 .0 0 .
As it would appear from  the foregoing f ir s t  four item s that the contract has not been 
s a tis fa c to rily  com pleted, it would seem  that a la rg e r  sum should have been retained.
MARLBOROUGH HOUSING AUTHORITY R E P O R T  NO. 54-H -80
P ro fit : The operating profit for the year ended D ecem ber 31 , 1953 was $ 2 ,2 9 9 .1 1 , 
and was paid to the City of Marlborough on January 25, 1954.
Tenants' Subsid iary Ledger: A few e r r o r s  w ere noted in the Tenants' Subsidiary 
L ed ger. They would not have occu rred  had regular monthly com p arisons been made with 
the control account. It was suggested that the t r ia l  balances of the tenants' ledger be 
prepared  monthly and checked with the re la ted  control account.
Bid s on Installation  of Show ers: It was understood that the p ro ject manager at­
tempted to so lic it  p rices  for the installation  of show ers, but as a resu lt only one concern 
sen t a bid. Subsequently the con tract was awarded to th is concern.
Land R en t: The land on which the p ro ject is  located is  owned by a private party who 
o rig in ally  leased  it to the City of M arlborough in 1946 for a fiv e-y ear period. At the ex ­
piration  of th is  period, the owner refused  to renew the lease  and laid claim  to a ll rents 
and buildings of the p ro jec t. The Authority continued its  land rental payments of $320 .00  
per y e a r , which the owner accepted . It is  understood that the Authority contends that 
becau se the owner had accepted the rental fe e s , that it had in effect renewed the lease.
The Authority had planned to te a r  down the buildings as they becam e vacated; how­
e v e r , the owner obtained injunction against the City of M arlborough forbidding them to 
dem olish the buildings.
The ca se  is  now in litigation  and is  awaiting adjudication by the courts.
It was fu rth er understood that the Attorney G eneral has been made aware of the facts 
in th is  m atter.
Tenants' Accounts R eceiv ab le : It was noted that the Tenants' Accounts Receivable 
outstanding as of the date of audit totaled $ 5 7 2 .4 5 .
In th is  connection it is  in terestin g to note that of this amount, item s of $2 3 1 .2 5  and 
$175. 00 resp ectiv ely  are  owed by two sons of the individual who owns the land. Both 
stopped paying rents to the Authority as of June 20, 1953.
The Authority has not brought any action against these tenants and it is  understood 
that it is  awaiting settlem en t of the case  brought by the owner of the land, as mentioned 
e a r lie r  in this rep ort.
In connection with the accounts rece iv ab le , the previous audit report commented on 
the large variance between the balances in the subsidiary accounts and that in the related  
controlling account. It was noted that this variance was adjusted through the "R ese rv e  
for Accounts R eceiv ab le" account.
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W EBSTER HOUSING AUTHORITY R EP O R T NO. 54-H -81
Commonwealth Contribution: The Commonwealth may make an annual contribution 
A th m ° r e  ^ 1 /2 %  o f  the development co sts  of a p ro ject. This contribution to this 
^°r  year under Perm anent Financing, it is  anticipated w ill be
$b, 176. 80 , computed on the following b a s is :
2 1/2%  Development Cost 
L e ss :
P r io r  Y ear Surplus to be T ran sferred  
to Reduction R eserv e
This contribution w ill be paid to the f is c a l  agent of the Authority, The Second Na­
tional Bank of Boston, on or about June 15, 1954.
Comprehensive Public L iab ility  Insuran ce: This Authority was fo rm e rly  insured 
for Comprehensive Public L iab ility  under a policy which was canceled  by d irection  of the 
State Housing Board as of July 27, 1953.
Subsequently, insurance of a com parable nature and amount was obtained. It was 
noted, however, that this insurance which was fo rm erly  paid for at the ra te  of $ .7 5 6  per 
unit per year was replaced with insurance which was billed under the new con tract at 
$2. 50 per unit per year.
Payment in Lieu of T axes : Paym ents made to m un icipalities in lieu of taxes a re  
now being computed on a different b a sis  by d irection  of the State Housing Board. Under 
this arrangem ent the tax is  computed at $3 . 00 per unit per month, w hereas fo rm e rly , 
this tax was computed on the basis  of 5% of the rental co lle ctio n s. F o r the 1953 y e ar, 
the taxes on the new b asis  w ere $ 3 7 8 .0 1  m ore than if they had been computed on the 
form er basis as follow s:
New B a s is  $ 3 .0 0  P er Unit, P e r  Month 
Old B a s is  5% of Rental Collections 
Increased Payment B ecau se of New Policy
For the f ir s t  quarter of the 1954 year the tax on the new b a sis  is  $ 2 7 0 .0 0 , w h ereas, 
under the form er policy it would have been $ 1 7 2 .7 5 . It is  obvious, th ere fo re , that the 
1954 tax under the new rate w ill undoubtedly again exceed the tax under the old ra te  for 
the entire year.
In view of the foregoing, because the tax expense has been in creased , it naturally 
follows that the surplus w ill accordingly be reduced, thereby reducing any regular tra n s ­
fer to "Reduction of Annual Contribution R e s e r v e " , which w ill cause the contributions 
from the Commonwealth to be correspondingly in creased .
Utility Rent: It was noted that the utility  re n ta ls  which are  based on the number of 
bedrooms have not been review ed recen tly . It was learned , however, that an adjustment 
is  being contem plated in the near future with regard  to those tenants who are  expected to 
pay su rch arg es, but it is  not expected to make such an adjustm ent at this tim e to those 
tenants who have reb ates due them.
This m atter was d iscussed  with the Executive D irecto r to whom it was suggested 
that a ll adjustm ents be made sim ultaneously, as th ere  is  no apparent reason  why those 
tenants who have reb ates due them should be perm itted to wait until su rch arg es found 
owing are  co llected .
In th is connection it was also  suggested that it might be advisable to dispose of the 
utility poles and other utility equipment to the utility company at a fa ir  m arket value.
This w ill avoid utility ren ts and the ex tra  c le r ic a l  co sts  which should reasonably be paid 
by that concern . Authority for the sa le  of u tilities  is  provided under Subdivision (g) of 
Chapter 508 of the A cts of 1953.
Accounts R eceivable -  Tenants: It was noted that the Accounts R eceivable outstand­
ing from  tenants as of M arch 31, 1954 was $271. 10. This condition indicates a con sid er­
able im provem ent over that noted at the tim e of the previous audit.
Accounts Payable -  Development: It was noted that th is Accounts Payable balance 
outstanding as of M arch 31, 1954, includes an item  of $ 1 ,0 1 8 .4 2  for which no liability  
actually  e x is ts . The la rg e r  part of th is amount apparently orig in ally  se t up in anticipation
$ 1 ,0 8 0  0 0  
701 99 
$378 01
$ 7 ,8 5 0  00
1 ,673  20 
$ 6 ,1 7 6  80
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of building a fence. The balance rep resen ts a liab ility  for Income Tax Withholdings 
during the Development period.
It is  suggested that th ese item s be adjusted im m ediately.
P ro je c t Inspection: During the visual inspection of ex terio r of the p ro jec t, it was 
noted that a few doors w ere damaged apparently beyond re p a ir . This damage was a ttr i­
buted m ainly to ca re le s sn e ss  in not properly closing the doors and thus perm itting the 
wind to slam  and batter them.
BRAIN TREE HOUSING AUTHORITY R EP O R T NO. 54-H -82
Comprehensive Public Liability  Insuran ce: Attention is  d irected  to the fact that 
th is insurance in effect was canceled by d irection  of the State Housing Board as of 
Ju ly 27, 1953.
Subsequently insurance of a com parable nature and amount was purchased from  
another company. It was noted, however, that th is insurance which fo rm erly  had been 
paid for at the ra te  of $ .7 5 6  per unit per y ear was billed  under the new con tract at the 
rate of $1. 87 per unit per year.
M ATTA PO ISETT HOUSING AUTHORITY R E P O R T  NO. 54-H -83
Commonwealth Contribution: During th is audit period a subsidy contribution a - 
mounting to $ 2 ,4 2 6 . 49 was rece iv ed  for the fourth f isc a l year under Perm anent F i ­
nancing ending Septem ber 30, 1954.
Inelig ible Tenants: In a review  of the fin ancial reco rd s of the tenants it was in­
dicated that th ree appeared to be inelig ible during th is audit period for continued occu ­
pancy because of excess iv e  incom e. In this connection it was noted that one has requ al­
ified for such occupancy because he is  no longer employed on a fu ll-tim e b a s is . The 
other two are  paying the maximum rent and a re  being perm itted to continue as tenants 
pending the rece ip t and acceptance of new applications.
It was noted that those tenants who w ere found inelig ible on th is b a s is  in connection 
with the previous audit w ere subsequently rep laced  by elig ib le tenants.
Delay in A cceptance of P ro je c t : It was noted that a litigation  in relation  to this 
co n tract was settled  with the payment of $7, 500. 00 representing the balance of the 
co n tract, by the Housing Authority to the P e e r le s s  C asualty Company, the assign ee of 
the co n tracto r . It is  understood that the final acceptance of th is p ro ject is  scheduled 
to be acted upon at the next m eeting of the Authority and it is  expected that the date of 
acceptance w ill be re tro activ ely  as of November 23 , 1953.
Com prehensive P ublic L iab ility  Insuran ce: Attention is  d irected  to the fact that 
this insurance form erly  in effect was canceled  by d irection  of the State Housing Board 
as of Ju ly 27, 1953.
Subsequently insurance of a com parable nature and amount was purchased. It was 
noted, however, that the new insurance which was form erly  paid for at the ra te  of $ .7 5 6  
per unit per year was b illed  under the new con tract at the ra te  of $1. 87 per unit per year.
M ANSFIELD HOUSING AUTHORITY R EP O R T NO. 54-H -84
Bank D eposits: It was noted that a consid erable length of tim e, and on occasion s 
approxim ately a month was allowed to elapse between the tim e m onies w ere received 
and actually  deposited in the bank. This p ractice  can lead to com plications and should 
be halted at once. A ll such cash  should be deposited within a reasonable period.
It is  a lso  suggested that a ll  item s of re ce ip t be identified on the bank deposit s lip s 
so that they may be tra ce d  if n ecessa ry .
Cash R ece ip ts : It has been the p ractice  to reco rd  co llections on account of ren ts in 
the cash  book as the money is  deposited in the bank rath er than when it is  actually r e ­
ceived . Cash item s should of cou rse be record ed  in the cash book as rece iv ed .
C hecks: It was noted that checks a re  now signed only by the Executive D irec to r.
It is  suggested that a ll checks also  be countersigned by the T re a su re r  of the Authority.
Development Accounts P ayable: It was noted that item s of Development Accounts 
P ayable totaling $519.14 w ere paid from  the A dm inistration Fund. The n ecessary  ad­
ju stm en t should be effected  forthwith.
P .D . 6 301
T enants' Accounts R eceivable Ledger: Attention is  directed to the fact that this 
o io has not been properly maintained and as a resu lt it was determ ined to be im p racti­
cal to take a tr ia l  balance of it as of March 31, 1954.
In this ledger it appears that the rent fo r any month is  paid when due re g a rd less  of 
the date of actual payment. In this connection many instances w ere noted where ren ts 
had been paid in months p rio r and subsequent to due dates.
It was fu rth er noted that approxim ately 16% of the rent re ce ip ts  did not show dates 
of payment.
It is recom m ended that a new Tenants' Accounts R eceivable Ledger be se t up begin­
ning April 1, 1954, which will re flec t the c o rre c t balances and which w ill at a ll tim es be 
in reconciliation with the com parable general ledger control account.
Tenants' Accounts R eceivab le : It appears that no re a l attempt has been made to 
collect two sm all delinquent rent balances due from  tenants who are  s t i l l  living in the 
project. These accounts have been outstanding for m ore than two y e a rs .
Delinquent Tenants' Accounts R eceivab le : The monthly rep ort to the State Housing 
Board, dated February 28, 1954, indicated that th ere w ere no outstanding accounts due 
as of that date. However, the balance re flected  by the control in the general ledger as 
of that date was $ 6 2 8 .64 . In this connection it was noted as of M arch 31, 1954 that the 
Authority reported $47. 50 in delinquent accounts rece iv ab le , w hereas the general ledger 
control account indicated $340. 64. These rep orts should at a ll tim es be in agreem ent 
with the records and it is  suggested that m ore c a re  be henceforth taken in th eir  prepa­
ration.
Rental Charges: An examination of the Tenants' reco rd s indicated that a re d e te r ­
mination of rental charges had been made in May and June 1953. It would appear, from  
the information available, that proper rental ch arges a re  being m ade. In the ca se  of 
one tenant, however, it was im possible to check his s ta tu s, as h is folder contained no 
information.
Minutes of M eetings: The previous audit rep ort stated in th is  connection:
"It is  again noted that th ere w ere very  few fo rm al m inutes of the 
meetings signed by the S e cre tary  of the Authority. In the m ajority  
of instances only rough notes of the m eetings w ere available. "
This situation s t il l  e x is ts  and no co rre ctiv e  action has been taken. The m inutes of 
the meetings for the cu rren t audit period a re  s t i l l  in a very  inform al condition. The 
question is  raised  whether o r not form al m inutes could be w ritten from  th ese notes, 
because in many instan ces it is  not indicated what action  was taken on sp e cific  m otions.
It is  therefore urged that step s be taken to take c a re  of th is  m ost im portant m atter.
Comprehensive Public L iab ility  Insuran ce: Attention is  d irected  to the fac t that th is 
insurance form erly  in e ffec t was canceled  by d irection  of the State Housing Board as of 
July 27, 1953.
Subsequently other insurance of a com parable nature and amount was obtained. 
However, this rep lacem ent insurance which had been paid for at the ra te  of $. 756 per 
unit per year was billed  under the new co n tract at the ra te  of $1 .87  per unit per year.
G eneral: It is  recom m ended that the State Housing Board  be requested to survey 
the present accounting re co rd s fo r the purpose of im proving th eir efficien cy , e tc . At 
present these re co rd s are  not being m aintained on sound bookkeeping p rin cip les.
WEYMOUTH HOUSING AUTHORITY R E P O R T  NO. 54-H -85
P u rch ase of M a te ria ls , Supplies or Work: Attention is  ca lled  to the fact that this 
Authority has not s tr ic t ly  adhered to the purchasing p o licies as outlined in its  M anage­
ment P ro g ram . In th is  connection, th is program  sta tes :
”b . All purchases and con tracts  involving a sum of not le s s  than $ 5 0 .0 0  
and not m ore than $ 3 0 0 .0 0  sh all be made only a fter o ra l or telephone 
bids (confirm ed in writing) have been obtained from  at lea st three vendors 
o r co n trac to rs .
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”c . All purchases and con tracts  involving a sum in ex ce ss  of $300. 00 
shall be made only a fter invitations for bids have been publicly adver­
tised  or have been m ailed to not le s s  than th ree qualified vendors or 
c o n tra c to r s .’’
However, the following item s w ere contracted  for without f ir s t  obtaining com petitive 
b ids:
a. One Walnut Conference T ab le ; s ix  Walnut F in ish  Arm C h airs,
Ginger Brown U pholstery; and one Walnut F in ish  Telephone
Table at a total co st of $520. 50
b. The construction  and installation  of m eter cov ers as follow s:
8 - 6  section s cover 
2 4 - 4  section s cover 
1 -  3 section s cover 
1 - 2  section s cover
at a cost of $174. 00
c . An e le c tr ic  waxing m achine at the cost of $5 4 .4 7
d. Item s aggregating $1,738 . 99 w ere purchased from  one paint store
e . Fuel o il for the A dm inistration Building at a co st of $134. 70
It was fu rth er noted that although the State Housing Board had authorized the purchase 
of an e le c tr ic  w ater co o ler a fter review ing the bids subm itted from  a firm  for $199. 50, 
th is  Authority d isregarded it and purchased a w ater coo ler from  the sam e firm  at $253.50 .
It is  strongly recom m ended that in the future th is Authority adhere m ore closely  to 
the purchasing policy of its  Management P rogram .
M ileage Allowance: It was noted that the Execu tive D irecto r receiv ed  s ix  cents a 
m ile  for the use of h is personally  owned automobile while on Authority bu sin ess, while 
the m em bers of the Authority receiv ed  ten cents a m ile plus parking fe es  for the use of 
th e ir  privately owned autom obiles. It is  suggested that such m ileage be reim bursed to 
a ll concerned on a consisten t b a s is .
Addition to P ro je c t O ffice Building: It was noted that Change O rder Number 11 was 
authorized in the amount of $12, 987. 28 for the building on of a room 20 feet 10 inches by 
21 feet in th is building. It was also  noted that Change O rder Number 23 at $6 3 5 .0 9  was 
for additional work such as Door Cut, B lack  Top Driveway and to refin ish  a portion of 
existing  o ffice  a re a  to m atch new addition.
Annual V erificatio n  of Tenants’ Incom es: Under the provision of Chapter 200 of the 
A cts of 1948, as amended, tenan ts’ ren ta ls  a re  based on their resp ectiv e incom es and/or 
fam ily  sta tu s. Such incom e is  orig in ally  verified  p rior to occupancy. Subsequently, 
annual verification  should be arranged, in accordance with adm inistrative ord ers from 
the Chairm an of the State Housing Board , in ord er that there be com pliance with the pro 
v ision s of th is statute with resp ect to the continued elig ib ility  of tenants and to ascertain  
that they are  paying proper ren ta ls .
In th is connection it was noted that an annual verification  was started  on D ecem ber 1, 
1953 and com pleted on January 4, 1954, and in that connection it was learned that thirteen 
fa m ilies  w ere inelig ible because of ex ce ss  incom e.
Cost of Land: It was noted that this item is  s t ill  the sub ject of a legal dispute and it 
is  understood that it will be tried  in the Supreme Ju d icial Court som etim e in May 1954.
It was fu rth er noted that this Authority and the form er owner of the land for P ro je c t 200-LA 
a re  s t il l  in arb itration  regarding the selling  p rice  of this land.
V isit to P ro je c t : P ro je c t 200-1 was visited in connection with this audit and the 
following conditions w ere noted:
The paint on a ll e x terio r su rfaces is  badly b listered , peeling, and ru st spots a re  
appearing from  the n a ils . This was apparently caused by the fact that the nails w ere not 
countersunk and putty was not used to f i l l  openings. This m atter was mentioned in a 
previous audit rep o rt, but to date no action has been taken on it.
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It was noted on Building No. 42 that no covers were on five breath er holes.
Com prehensive Public Liability  Insurance: Attention is  d irected  to the fact that 
this insurance fo rm erly  in effect was canceled by direction of the State Housing Board 
as of Ju ly 27 , 1953.
Subsequently, insurance of a com parable nature and coverage was obtained. How­
ev er, this insurance which had cost $. 756 per unit per year was billed under the new 
contract at $1. 76 per unit per year.
FALMOUTH HOUSING AUTHORITY R E P O R T  NO. 54-H -86
Sale of Salvage: It was noted that salvageable p arts of old hot w ater h ea ters, 
which were replaced during the 1953 f isc á l y ear, were sold to a Boston firm  for $175 .00 . 
It appears that p erm ission  to s e ll  this scrap  was neither sought nor rece iv ed  from  the 
State Housing Board. It was noted, however, that o ra l bids were requested from  two 
local dealers but none were apparently subm itted because of lack of in terest.
Operating R eserv e : This account was charged with $ 1 ,3 2 4 .7 3  as of D ecem ber 31, 
1953, apparently as the resu lt of replacing the hot w ater h ea ters without sufficient funds 
available in the budget. It was noted that approval for th is entry was obtained from  the 
State Housing Board by telephone. It is  suggested that future en tr ies  of this so rt should 
not be made until w ritten approval has been obtained from  that agency.
Sewerage F ilte r  Beds: The previous audit rep ort comm ented that th is  Authority 
had brought legal action against the orig in al co n tracto r and his bonding company for in­
demnification because of fa ilu re to comply with the te rm s of the f i lte r  bed con tract in 
accordance with its plans and sp ecification s. As of th is date, th is m atter is  s t i l l  pend­
ing.
In this connection it was also  noted that the sew erage m odification work had been 
completed by another contractor to the satisfactio n  of the Authority and that final pay­
ment had been made.
Comprehensive Public L iability  Insuran ce: Attention is  d irected  to the fac t that 
this insurance which was in effect was canceled  by d irection  of the State Housing Board 
as of July 27, 1953.
Subsequently, insurance of a com parable nature and amount was arranged . How­
ever, it was noted that this insurance which fo rm e rly  cost $. 756 per unit per year was 
billed under the new con tract at the ra te  of $1. 87 per unit per year.
BARNSTABLE HOUSING AUTHORITY R E P O R T  NO. 54-H -87
Local Fund: It was noted that th ere  had been rece iv ed  $ 1 ,3 0 6 .0 0  from  the Town of 
Barnstable in 1949 for p relim in ary expenses of the Authority. As of the date of audit 
the balance in th is fund was $ 3 7 3 .3 2  and during the audit period a d isbu rsem ent of 
$343 .35  for office  equipment had been made.
P ro je c t 200-1 -  Tenants' L ed ger: The previous audit rep ort comm ented that the 
detail in the tenants' led ger was not in agreem ent with the re la ted  control account in 
the general ledger.
In th is connection an e ffo rt was made to take a t r ia l  balance of the tenants ledger 
and it was noted that the individual tenants' accounts w ere in e x ce ss  of the general 
ledger control account. , , ,
It is  again advised that the tenants' ledger be in agreem ent with the contro l account
at all tim es.
P ro je c t 200-1 -  F in al Paym ent to the C on tractor: It was noted that P a rt II of the 
C ertifica te  of Completion had been p rocessed  and the final payment was made to the con 
tra c to r  during the period under audit.
P ro ie c t 200-1 -  Paym ent in Lieu of T a x es : It was noted that th ere  was a payment 
to the Town of B arn stab le  in lieu of taxes amounting to $ 8 8 5 .7 8  for the year ending
^ ^ H o w ^ v e r  a d irectiv e of the State Housing Board, dated D ecem ber 16, 1953, directed 
lo ca l A uthorities to make payments in lieu of taxes on the b a s is  of $ 3 .0 0  per dwelling 
unit per month for the calend ar year 1953 and on th is b a sis  th is payment would have a -  
mounted to $ 1 ,4 4 0 .0 0 .
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It was noted, however, that no additional payment to conform  with this d irectiv e had 
been made to the date of audit.
P ro je c t 200-1 -  Com prehensive Public L iab ility  Insurance: Attention is  d irected  to 
the fact that the insurance in effect in July 1953 was canceled by d irection  of the State 
Housing Board as of Ju ly 27, 1953.
Subsequently, insurance of a com parable nature and amount was purchased. It was 
noted, however, that th is insurance which fo rm erly  cost $ .7 5 6  per unit per year was 
billed  under the new con tract at the rate of $1. 87 per unit per year.
P ro je c t 200-1 - D isposition of Surplus: While th is audit was in p ro g ress the Author­
ity was advised by the State Housing Board to tra n s fe r  to the Operating R eserv e  the 
Surplus for the year ending D ecem ber 31, 1953 in the amount of $ 2 ,3 7 5 .7 1 .
P ro je c t  200-1 - Commonwealth Contribution: During this audit period the Authority 
e ith er rece iv ed  o r had been o ffic ia lly  advised of annual contributions by the Common­
wealth as follow s:
F o r the F isc a l 
Y ear Ending
Maximum
Contribution
Amount of 
Contribution 
Authorized
D ecem ber 31, 1953 $ 9 ,3 0 0  00
D ecem ber 31, 1954 9 ,3 0 0  00
$ 9 ,3 0 0  00 
9 ,3 0 0  00
G eneral - Pay R oll D eductions: It was noted that beginning with January 1953 de­
ductions for Social Secu rity  taxes had been made from  the sa la r ie s  and wages of 
em ployees.
However, only the net payment had been charged against the M anagement Expense 
and no provision had been made for the aforem entioned deductions.
The total deductions to the date of audit for the two p ro jec ts  w ere as follow s:
Tem porary  C onstruction P ro je c ts  $ 9 8 8
P ro je c t 200-1 3 0  59
In th is  connection correspondence on f ile  indicated that the Authority had taken o f­
f ic ia l  action to have its  em ployees included under the provisions of the Social Security 
A ct.
Tem porary Construction P ro je c ts  -  Sale of Buildings: During the period under 
audit the rem aining four buildings together with equipment w ere sold after competitive 
bidding for $471 .00 .
Tem porary  C onstruction P ro je c ts  -  F in al Accounting: It was noted that this Author­
ity paid $1, 200. 00 to the Town of B arn stab le  during the period under audit.
The books of th is  p ro ject have not been closed  sin ce  D ecem ber 31, 1951.
It is  understood that the Authority w ill c lo se  a ll financial reco rd s and make a final 
accounting of th is p ro jec t to the Town of B arnstab le  in the very  near future.
HOLYOKE HOUSING AUTHORITY R E P O R T  NO. 54-H -88
Fed eral P r o je c ts :  The financial reco rd s of the Fed eral P ro je c ts  M ass. 5-1 and 
M ass. 5 -2  w ere not exam ined in connection with this audit. Although this Authority has 
financed th ese p ro je c ts , it re ce iv e s  a subsidy from  the Fed eral Government under Public 
Law s 671 and 412. Becau se of th is, the p ro jec ts  a re  sub ject to regular audit by the 
auditors assigned by the F ed eral Public Housing A dm inistration.
Chapter 372 -  Subsidy: Under the provisions of Chapter 372 of the A cts of 1946, as 
amended, the City of Holyoke is entitled to re ce iv e  a subsidy of 10% of the actual devel­
opment co sts  of the lo ca l p ro jec t, payable at the ra te  of 2%  per annum for a period of five 
y e a rs . As of the date of audit the City of Holyoke had rece iv ed  in this connection a total 
of $ 5 5 ,0 5 9 . 20, the maximum subsidy p erm iss ib le , representing five paym ents of 
$11, Oil. 84 each . The payments w ere based on the to tal development co sts  of $550, 591. 81.
Chapter 372 - Sale of Houses: The sa le  of the 62 dwelling units, as provided by 
Chapter 372 of the A cts of 1946, as amended, is  now being p rocessed . Options have 
been granted on a ll th ese units and while this audit was in p ro g ress  7 w ere sold.
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The proceeds were turned over to the City of Holyoke, and sa le s  p rices  of these were 
approved by this Authority and the State Housing Board.
It now appears that the City of Holyoke may lose between $ 4 0 ,0 0 0 .0 0  and $ 6 0 ,0 0 0 .0 0  
on these houses. The actual lo ss , however, cannot be determ ined until a ll sa le s  have 
been completed and the reco rd s adjusted and closed.
P ro je ct 200-1
Debt Serv ice  Paym ents: The Holyoke Housing Authority pays into its  Debt S erv ice  
Fund each year from  rental income an amount which together with amounts rece iv ed  
from other sou rces equals that f isca l y ear’ s total debt requ irem ent. The debt re q u ire ­
ment for the 1954 f isca l year was computed as follow s:
Bonds Maturing and Interest 
Payable January 1, 1955 
L e ss :
State Contribution $ 1 7 ,0 4 4  94
Contribution Reduction 3 1 ,0 0 5  06
Interest on Investment 542 50
1/40 of Prem ium  858 23
P ro je ct Share of Debt Requirem ent 
Due 11/1/54
$ 7 3 ,8 7 2  50
4 9 ,4 5 0  73 
$2 4 ,4 2 1  77
Commonwealth Contributions: This Authority has receiv ed  to date, as provided in 
its Contract for Financial A ssistance with the Commonwealth, subsidy payments in the 
amount of $ 6 8 , 282. 80. It will also  rece iv e in June 1954 a third subsidy payment on the 
amount of $17 ,044 . 94. These subsidy payments rep resent the Commonwealth’ s p a r t ic i­
pation in maintaining low rents as follow s:
Com m onw ealth's Share
Year Amount of Subsidy per Tenant per Month
1952 $ 4 8 ,0 5 0  00 $18 29
1953 20 ,2 3 2  00 7 70
1954 17 ,0 4 4  94 6  49
Development Fund Cash: This Authority s t il l  has a cash balance in its  Development 
Fund in the amount of $ 8 ,0 7 7 .8 7 . The reco rd s also  indicate accounts payable in that 
fund in the amount of $ 6 ,0 4 0 . 96. It appears, however, that as of the date of audit a ll 
outstanding Development Fund accounts payable had been paid. In th is  connection it was 
noted that while tran sferr in g  from  tem porary financing to perm anent financing as of 
January 1, 1952, the amount of cash  to be tra n s fe rre d  to the A dm inistration Fund was 
erroneously understated by $ 2 ,0 3 6 . 91, and has never been co rre cte d . It is  th erefore  
recommended that this Authority c lose out these Development Fund balances to M anage­
ment Accounts as follow s:
To A dm inistration Fund $ 2 ,0 3 6  91
To Working Capital 6 ,0 4 0  96
$ 8 ,0 7 7  87
Comprehensive Public L iability  Insu ran ce: Attention is  d irected  to the fact that this 
insurance in effect was canceled by d irection  of the State Housing Board as of Ju ly  27, 
1953.
Subsequently, insurance of a com parable nature and amount was obtained from  an­
other company. It was noted, however, that th is insurance which form erly  was paid for 
at the rate of $ .7 5 6  per unit per year was billed  under new con tract at $1. 23 per unit per 
year. To date th is new insurance b ill has not been p rocessed  for payment by the 
Authority.
Bonds and Coupons Paid Memorandum R e g is te r : It was noted that th is  R e g is te r , 
which should lis t  a ll canceled  bonds and coupons rece iv ed  from  the f isc a l agent, in a c ­
cordance with a d irective from  the State Housing Board in its  le tte r  of Instruction No. 14 
dated Ju ly  21, 1953, was not properly functioning. It is  advised that such a R eg is ter  be 
establish ed .
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Paym ent in Lieu of T a x e s : It was noted that this Authority had accrued $ 1 3 ,1 7 0 . 29 
as of D ecem ber 31, 1953, for payment to the City of Holyoke in lieu of ta x e s . To date, 
however, no payment has been made. It is  recom m ended that th is Authority p ro cess  this 
payment to the City and that such payments be made annually.
G en eral - Cash B a la n ces : It was noted that occasion ally  when rent co llections for 
m ore than one p ro ject w ere made in the sam e o ffice , they had been deposited in the same 
bank account. T his p rac tice  is ,  of co u rse , contrary  to the te rm s of the Contract for 
F in an cia l A ssistan ce , which sta tes  that such funds must be resp ectiv ely  deposited in an 
accepted depository. In this connection, attention is  d irected  to the fact that although the 
banks in which th ese deposits w ere made w ere accepted d ep ositories, they had not been 
so accepted for consolidated deposits.
T h is p rac tice  was co rre cted  to a great extent during this audit period. There are , 
n ev e rth eless , s t il l  two p ro je c ts , 2 0 0 - 1  and 2 0 0 - 8 , where such co llection s are  made for 
the State and F ed eral P ro je c ts . Although sep arate  deposits a re  made daily to the credit 
of each p ro jec t, the funds during the day w ere not segregated .
G en eral -  A m ortization of Note P rem iu m s: It was again noted that premiums 
re ce iv ed  on notes issued for p ro jec ts  during the development period w ere not being 
am ortized  in accord an ce with accepted accounting p ra c tices .
It was fu rth er noted that the re la ted  in terest was being properly accrued , but 
because the prem ium s had not been am ortized, the financial status at any particu lar time 
could not possibly be accu rately  re flected . On April 30, 1954, the d ifferences resulting 
becau se th ese prem ium s had not been am ortized created  understatem ents in the develop­
ment c o sts  of the following p ro jec ts :
G en eral - C entral O ffice Fund: T here is  m aintained a fund, known as the ’’Central 
O ffice Fund” which is  used m ainly for the c learan ce  of board m em bers’ compensation, 
the c le a ra n ce  of personal trav el expenditures by the resp ectiv e m em bers and unusual or 
m isce llan eou s expenditures not ord inarily  acceptable as d irect charges to the various 
p ro je c ts .
T h is account was analyzed for the period of audit and the cash accounts were recon­
c ile d . Statem ents w ere prepared reflectin g  the activity within the account. In this con­
nection it was noted that an account payable in the amount of $ 6 ,0 8 5 .0 0  had not been 
brought on the books as of A pril 30, 1954. This item represented payments made from 
the funds of p ro jec t 2 0 0 - 1  and included compensation paid to the board m em bers for the 
months of Jan u ary , February and M arch 1954. It was noted that the appropriation for the 
m em b ers’ com pensation was received  from  the City of Boston in April 1954. However, 
the refund to p ro ject 200-1  was not effected until May 1954.
G en eral -  P ro je c t O ffice C ash iers : Attention is again directed to the fact that the 
c a s h ie rs  of the various p ro jects  a re  apparently responsible for the posting and proper 
contro l of the detailed tenants' ledger card s, and in this connection they submit each 
month a sum m ary of a ll transaction s in these accounts to the cen tra l o ffice  where it is 
used as a posting medium to the general ledger control accounts.
T hese ca sh ie rs  a re  c lassified , for pay ro ll purposes, as management personnel and 
com e under the d irection of the Supervisor of Management. It is  th erefore again sug­
gested  that consideration be given to having their supervision come under the direction of 
the Chief Accountant of the Authority.
G eneral -  Tenants' Accounts R eceivable: In checking the Tenants' Accounts R eceiv- 
ahi*  nf the sev era l o ro jec ts , it was again noted that many balances have been outstanding
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P ro je c t  200-8  
P ro je c t  200 -10  
P ro je c t 200-11  
P ro je c t  200-12  
P ro je c t  200-13
$2 0 6 ,2 9 9  96 
4 6 ,5 7 4  36 
75 ,9 9 1  25 
8 9 ,5 5 4  03 
224 ,5 0 6  27
$ 6 4 2 ,9 2 5  87
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account rece iv ab le  account and those actually determ ined to be un collectible should be 
c arg e against the re se rv e  which was establish ed  for such item s. As a re su lt, m ore 
accu rate  balances w ill be shown.
G en eral -  R ental B a s is :  According to the instru ctions from  the State Housing Board, 
rents charged should be review ed each year and adjusted in accord an ce with incom e or 
dependency.
It was noted that the p rac tice  of review ing incom es and dependencies has not been 
followed by th is  Authority and th ere fo re  changes occasion ed by in creased  incom es have 
not been effected .
While th is audit was in p ro g ress , an investigation was being made by authorized 
personnel which would make cu rren t incom es the b a s is  for rent ch arg es . F u rth erm ore , 
it is  understood that changes w ill be made in som e of the p ro jec ts  and the percentage of 
income applicable as a rental charge w ill probably be low ered. In th is  connection, it is  
anticipated that the in crease  of incom es w ill m ore than o ffset the percentage d e crea se , 
so that actually the net co llection s from  dwelling ren ts w ill be g re a te r .
G eneral -  Revolving Fund -  Pay R oll Account: Attention is  d irected  to the fa c t that 
this audit was considerably delayed because re co rd s  w ere not properly m aintained. It 
was noted that the distribution of expenses had not been recon ciled  with the to ta ls  each 
month, and in sev era l instances the distribution colum ns w ere not footed indicating that 
they had not been checked in detail against the ch arges to the various p ro je c ts .
In connection with the cash recon cilia tion  of th is  account, it was fu rth er noted that 
sev eral checks which appeared as outstanding, and which appeared to have been  issued to 
an employee, w ere actually  being held in the o ffice . It was learn ed that th ere  had been a 
question as to whether th is em ployee was actually entitled to h is sa la ry  over an extended 
period, and it had been decided to requ est re im bu rsem en t from  him . As a re su lt, su b se­
quent sa lary  checks totaling $ 1 ,0 5 6 .4 5  w ere being held to apply again st th is re im b u rse ­
ment. In addition to th ese sa la ry  checks in the o ffice , th ere  w ere th ree  oth er unendorsed 
checks totaling $209. 8 6  and cu rren cy  in the amount of $ 1 2 3 .1 0 . T hese th ree item s which 
total $ 1 ,3 8 9 .4 1  rep resen t com plete re im bu rsem en t fo r the period in question.
This employee is  no longer connected with the Authority and step s should be taken to 
close this account. It is  suggested that authority should be obtained to stop payment on 
the outstanding checks and to obtain n ece ssa ry  endorsem ents for the oth er ch eck s. T hese 
item s together with the cash  should be cred ited  to the proper accou nts.
It was noted that the sa la ry  checks re fe rre d  to w ere dated from  D ecem ber 1952 to 
July 1953.
Tem porary C onstruction P r o je c ts :  At the inception of th is  audit, th ere  w ere only 
five tenants residing in the tem p orary p ro je c ts . However, a ll such units had been 
vacated prior to the c lo se  of the audit.
The buildings have not been disposed of as yet, but it is  anticipated they w ill be sold 
in the near fu ture, and th is  account w ill then be liquidated.
Tenants’ Accounts R eceiv ab le  -  T em p orary  P r o je c ts :  It was noted that the tenants' 
accounts rece iv ab le  for th ese p ro je c ts  was quite large and it is  very  doubtful that any 
substantial part of th ese accounts w ill ev er be co llected . It is  understood, however, that 
it is  planned to make an intensive effort to c o lle ct th ese item s p rior to the closing of th is 
account and the final settlem en t with the City of Boston.
D isposition of Incom e: It was noted that a payment had been made to the City of 
Boston on account of the Chapter 372 p ro jec ts  in the amount of $ 2 0 ,6 8 7 .6 7 , thereby red uc­
ing the account payable to those funds of $ 2 2 ,0 0 0 . 00 . T his payment included operating 
profit for the y ear 1953 of $20, 147. 24 and a charge to the Vacancy L o ss R eserv e  in the 
amount of $540 . 43.
Account P ayable to Chapter 372: T h is account payable in the amount of $ 2 2 ,0 0 0 .0 0  
is  the balance of the advances made from  Chapter 372 funds in the orig in al amount of 
$65 251 62 This item  had been reduced by tran sferr in g  the operations surpluses of 1952 
an d 'l953  in the resp ectiv e amounts of $22, 563. 95 and $20, 687. 67. This liab ility  w ill 
doubtless be assum ed by the City of Boston as th ere  w ill be no fu rther incom e from  
T itio  v  n rn n erties than that from  the sa le  of rem aining huts. It was also  noted that the 
p ro jec t indicated an operating loss for the period January 1, 1954 to A pril 30 , 1954 of 
$1 , 1 5 2 .2 8 .
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Chapter 372 - Perm anent Construction: It was noted that the development co sts  as 
re flec ted  by the reco rd s of the Authority w ere not in agreem ent with the b a s is  of the 
subsidy as computed by the State Housing Board.
It was learned that th ese v arian ces w ere occasioned by charges made to development 
c o sts  which have not been approved by the State Housing Board . These item s w ere on 
the following p ro je c ts :
R iv er S tree t Addition $ 900 00
Arborway and Morton S treet 1 6 3  62
Jam aicaw ay i ,  1 2 7  50
Morton S tree t and Lenoco Road 159 ,075  09
Mount Vernon S tree t -  (Cow P astu re) 4  5 7 3  3 0
$16 5 ,8 3 9  51
It is  a lso  suggested that the last item on the foregoing listing in the amount of 
$4 , 5 7 3 .3 0  should be tra n s fe rre d  to p ro jec t 200 -13  as it is  now a state  p ro ject in the 
developm ent stage.
D istribution of Development C osts: It was fu rther noted that the following had not 
been properly d istributed:
G en eral $2 1 3 ,7 8 7  99
R iv er S tree t -  G eneral 8 ,0 8 5  27
Road and U tilities -  R iver S tree t P ro je c ts  4 51 ,891  17
$6 7 3 ,7 6 4  43
The f i r s t  item  should have been distributed among all the Chapter 372 p ro jects  and 
the other two should have been distributed over the R iver S tree t P ro je c ts .
T h ese item s w ere d iscussed  in the previous audit rep ort, but no action has been taken 
as yet.
Inasmuch as se v e ra l of the units in th ese p ro jec ts  a re  being sold, it is  m ost im por­
tant that re sp ectiv e  true co sts  be establish ed , and it is  th erefore  urged that immediate 
step s be taken to e ffec t the n ecessa ry  adjustm ents.
Sale of H ouses: Attention is  d irected  to the fact that the houses of the R iver Street 
P r o je c ts  a re  now being offered  for sa le . P r io r  to the completion of this audit, four such 
sa le s  had alread y been consum mated and agreem ents have been negotiated for approxi­
m ately 100 m ore. T hese agreem en ts also  include a deposit of $ 100 .00  with an option to 
buy a fte r  estim ate , ap p raisa l, e tc . It was noted, however, that the agreem ents were 
apparently not binding and the deposit was refundable upon request.
It was noted that sa le s  of four tw o-fam ily houses have been made to date, as follows:
One of T h ree Bedroom s in Each Unit 
One of T h ree Bedroom s in E ach  Unit 
One of Two Bedroom s in Each  Unit 
One of Two Bedroom s in Each  Unit
$ 16 ,400  00  
14, 500 00 
13 ,900 00 
15 ,000 00
The re co rd s  indicate that these houses w ere constructed at an average cost of 
$23 , 599. 61 a fter taking into consideration the charges which had not been properly d is­
tributed which a re  shown in an e a r lie r  comment in this report.
As a m atter of inform ation, it is  mentioned that the order of preferen ce for those 
wishing to purchase the houses was established as follows:
F ir s t  - Tenants of Occupance - (Tenants of longer lease having f ir s t  
p referen ce)
Second -  Other Tenants throughout the project 
Third - Other V eterans 
Fourth - All Others
A dm inistration Expenses -  Management: It was noted that the Management Account 
exp enses had considerably increased  during this audit period. This was a ll re lated  to the 
additional expenses in connection with surveys made prior to the sa le s  of the houses. The 
incurring of these expenses was approved by the State Housing Board on A pril 29, 1953.
In th is connection the following excerpt from  the le tter of approval is shown:
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R That the State Housing Board approves the expenditure by the City of 
s on. M assach u setts, acting through the Boston Housing Authority, in 
an amount not to exceed $7, 5 0 0 .0 0 , fo r the ap p raisal of 504 Chapter 372 
veteran s one and tw o-fam ily h o u se s ."
Unused P ro p e r tie s : It was noted that the following p rop erties purchased under 
authority of Chapter 372 w ere not being used:
R iver S tree t P ro je c ts :
North Side -  2 lots 
South Side -  22 lots
It was learned from  the State Housing Board  that the resid u al value o f th ese lo ts  was 
$11 ,940 . 91.
Chapter 200-1  - Vacancy L o ss e s : Attention is  d irected  to the fact that the re co rd s 
of this p ro ject indicate an unusually la rg e  vacancy lo ss , apparently because one-bedroom  
apartments have not recen tly  been in demand. This vacancy lo ss  for the audit period 
totaled $ 3 2 ,6 6 3 .0 1 , or an average of $2 , 512. 54 a month. The lo ss  was charged to 
Operating R eserv e .
This condition has ex isted  for an extended period. It is  understood that it probably 
will be co rrected  in the near future as leg islation  is  to be proposed which w ill p erm it the 
renting of such apartm ents to other than war ve teran s.
Chapter 200-1  - Accounts P ayable: It was noted that a few item s a re  s t il l  being 
carried  as accounts payable that actually  should be closed  out. The item s developed as 
the resu lt of o v e r-e stim a tes  when the p ro ject went into P erm anent Financing on O ctober 
1, 1952 and include the following:
Land Costs $ 4 , 8 6 6  06
Bond Costs 3 ,8 4 9  08
Site C osts 4, 244 41
The foregoing accounts should be adjusted. It is  suggested that possib ly  because of 
the unusual situation developed becau se of the larg e vacancy lo s s e s , th is  item  might be 
credited to the Operating R eserv e  account.
Accounts R eceiv ab le : It was noted that the re co rd s of th is p ro jec t did not include an 
Accounts R eceivable of $ 6 ,0 8 5 . 00 due from  the C entral O ffice account. The amount was 
for compensation paid to board m em bers during the months of Jan u ary , Febru ary and 
March 1954, and was made from  Chapter 2 0 0 -1  because the appropriation for such com ­
pensation had not, to that date, been rece iv ed  from  the City of Boston. It was noted that 
reim bursem ent of th is amount was rece iv ed  from  the C entral O ffice account during the 
month of May 1954.
Cash B alan ce: It was noted that an unusually larg e cash  balance was being m ain­
tained in the A dm inistration Account. T his balance, as of the date of audit, was 
$276,063. 20. It is  suggested that the la rg e r  portion of th is amount might possibly be 
invested in Government se c u r itie s  even though it be for only a short period.
Chapter 2 0 0 -5  -  Paym ent in Lieu of T a x e s : B ecau se th is p ro ject has been operating 
at a deficit, the State Housing Board d irected  that no payment would be made to the City 
of Boston in lieu of ta x e s . A ccordingly, the amount of $ 1 3 ,2 9 4 .0 4  which was for the 1952 
and 1953 f is c a l  y e a rs  that had been reserv ed  fo r th is purpose was canceled  and was 
credited to the Operating R eserv e  account. In th is connection it was noted that this 
credit was la rg e r  than the aggregate of the d efic its  of the f is c a l  y e a rs  ending M arch 31, 
1953 and M arch 31, 1954 which w ere $ 4 ,2 0 0 .8 3  and $ 6 ,2 7 4 .3 4  resp ectiv ely  or a total of 
$ 1 0 ,4 7 5 . 17.
Utility C h arges: It appeared that the ch arges for u tilit ie s , exclusive of w ater, w ere 
unusually high for th is p ro jec t. It was understood that the State Housing Board estim ate 
for th ese u tilities  was $ 1 8 .1 0  per unit per month, and th is amount was taken into consid­
eration  in estim ating the potential net rental incom e for the p ro jec t. The actual utility 
Chartres however, exclusive of w ater for the f isc a l year ending M arch 31, 1954 were 
approxim ately 46% in e x c e ss  of that estim ate , as follow s:
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Actual Utility Charges 
Utility Charges (State Housing Board - 
E stim ate and Budget)
E x ce ss
4 3 ,8 7 5  00 
$ 2 0 ,0 6 8  24
$63, 933 24
The variation was attributed m ainly to gas ch arg es. In th is  connection sev era l con­
feren ces have been held by rep resen tatives of the Boston Housing Authority, the State 
Housing Board, and the Gas Company. It appears that a ll in terested  are  cognizant that 
an adjustment should be made and it is  understood that step s a re  being taken in this 
d irection.
Chapter 200-7  - Accounts P ayable: T h is p ro ject is  in the perm anent financing 
status on a note b asis . However, se v era l accounts payable which w ere se t up at the 
close  of the initial operating period, a re  s t il l  open.
This p ro ject went into permanent financing on Jan uary 1, 1953 and the item s re ferred  
to which follow a re  doubtless the re su lt of o v e r-e s tim a te s :
Site Costs $ 842 00
Land C osts 626 76
It is  suggested that these be adjusted and the incom e account correspondingly 
cred ited , thereby increasing the surplus and consequently reducing the Commonwealth 
subsidy required fo r the cu rren t y ear.
It was fu rther noted that th ere is  an amount of $4 , 992. 25 for bond co sts  a lso  so 
represented . Inasmuch as this item  now appears to be quite indenfinite, it is  suggested 
that it also  be closed and credited to incom e. In the event that bonds a re  eventually 
issued, any expense at that tim e could be d irectly  assum ed.
Chapter 2 00 -8  - Payment in Lieu of T axes : It was noted that an in co rre c t basis  had 
been used in computing th is item , the accru al was understated in the amount of 
$2 , 970. 00. The accountant for the authority was advised of the v ariance and he was 
instructed to adjust the reco rd s accordingly.
Chapter 200 -12  -  Operating Im provem ents: The balance sh eet fo r this p ro ject 
included an item  of $ 1 ,0 8 5 . 12 for operating im provem ents. This p ro jec t, however, is 
s t il l  in the development stage and obviously has not yet reached a stage where operating 
im provem ents can be p ossib le . This amount should have been charged to development 
co s ts , and it is  suggested that the n ecessa ry  adjustm ents be effected .
Chapter 200-13  - Calf P astu re : T his p ro ject has been in the development stage 
sin ce  May 1951 and as of the date of audit the re co rd s indicated total development costs 
of $453, 8 0 4 .2 0 . The p ro ject has been financed by notes in the amount of $3, 4 0 0 ,000 . 00 
at the ra te  of 6 % for which a premium of $ 2 7 4 ,8 4 4 . 00 had also been receiv ed  reducing 
the net ra te  to . 67012 per cent. It was noted that the unused funds including the bond 
prem ium  have been invested in United States S e cu rities  in the amount of $3 , 1 6 5 ,0 0 0 .0 0  as 
follow s: $2 , 9 0 0 ,0 0 0 .0 0  United States T rea su ry  C ertifica te s  @  1 1/8% , and $ 2 6 5 ,0 0 0 .0 0  
T reasu ry  Notes @  1 5/8%  in terest.
A ctivity on the p ro ject has been tem p orarily  suspended and fo r the tim e being there 
will be no fu rth er ch arges to the development co s ts . A d irective dated April 30 , 1954 
authorizing th is suspension, was rece iv ed  from  the State Housing Board, a copy of which 
follow s:
C THE COMMONWEALTH O F MASSACHUSETTS
$ 1 ,4 6 8  76
O
P STA TE HOUSING BOARD
Y
90 Trem ont S tree t, Boston 8
O FF IC E  OF THE CHAIRMAN A pril 30, 1954
M r. Owen G allagher, Chairm an 
Boston Housing Authority 
230 C ongress S tree t 
Boston, M assachusetts
P .D . 6 311
D ear M r. Chairm an:
Inasmuch as a consid erable amount of money has already been spent on 
your Boston 200 -13  p ro ject and th ere appears to be som e uncertainty as to 
whether o r not th is p ro ject will be ca rr ie d  beyond its present stag e , I have 
discussed the en tire  m atter with Chairm an T y ler and it is  our united opin­
ion that no m ore money should be expended on this account until such tim e 
as a definite decision is  reached re la tiv e to the construction  of th is  p ro ject.
We are  asking, th erefo re , that you p lease in stru ct your Finance Section 
to withhold the expenditure of any m ore funds from  this p ro ject account un­
less you have p rio r approval from  the Chairm an of the State Housing Board.
Very truly yours,
/ s /  H. A. M cPH ETR ES
HARLAND A. M cPH ETR ES
D irec to r
G eneral - All P ro je c ts
Insurance: A check was made of the various types of insurance coverage for the 
projects. In this connection the following was d isclosed :
Comprehensive Public L iability Insurance which had consid erab le tim e to run to the 
expirations of the p olicies, was canceled as of Ju ly 27, 1953 and new p o licies placed 
with another company at greatly  increased  ra tes  for the sam e coverage.
The figures covering the insurance mentioned w ere as follow s:
P ro ject
Date - Expiration 
Policy Canceled Unexpired T erm
Rate
(P er Y ear) 
Canceled Policy
Rate
(P e r  Y ear) 
New Policy
2 0 0 - 1 Mar. 1, 1956 2 Y ears  -  7 Months $ 736 99 $ 3 ,2 4 0  8 8
2 0 0 - 2 M ar. 1, 1956 2 Y ears  - 7 Months 54 48 548 57
200-3 M ar. 1, 1954 7 Months 1 ,0 5 8  25 3, 264 85
200-4 Aug. 30, 1953 1 Month 140 74 1 ,2 0 7  77
200-5 May 1, 1954 9 Months 152 85 708 71
200-7 Jan . 30, 1955 1 Y ear -  6  Months 217 92 1, 187 18
2 0 0 - 8 Nov. 5, 1955 2 Y ea rs  - 3 Months 267 8 6 1 ,6 0 8  63
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Operations - F i r s t  F is c a l  Y e a r : The re co rd s  of the p ro jec t, a fte r  taking into con­
sideration the maximum possible Commonwealth Contribution of $ 4 5 ,6 5 0 .0 0 ,  re flec ted  a 
surplus of $ 1 ,2 4 2 .3 9  for the f i r s t  fis c a l  year under P erm anent Financing which ended on 
September 30, 1953. T h is surplus was subsequently tra n s fe rre d  to the Operating R eserv e  
upon instructions of the State Housing Board . It is  understood that th is Authority will 
again rece iv e  the m aximum Commonwealth Contribution for the second fis c a l  y ear under 
Perm anent Financing.
M eetings of the Authority: It was noted that th ere  w ere only two o ffic ia l m eetings 
of th is Authority during the period from  M arch 31, 1953 to D ecem ber 31 , 1953. It is  
understood that the fa ilu re  to hold regu lar m eetings was due to the inability to get su ffi­
cient m em bers together to hold a proper m eeting.
Attention is  d irected  to the fact that a vacancy has existed  on the m em bership  of the 
Authority sin ce the resignation  of a m em ber in O ctober 1951. It is  suggested that th is  
vacancy be filled  as soon as p ossib le in ord er to prom ote effic ien t functioning.
R en tal R ev ie w  It was noted that the Authority had not made its  requ ired  annual 
review  of tenants' incom es for the purpose of rental computation. It is  understood that 
th i l  review  which should have been made in the early  months of 1954, was suspended 
becau se of the uncertainty of the loca l employment situation at that tim e . It was under­
stood that it w ill be made at som e future period during th is year.
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Com prehensive P ublic L iab ility  Insuran ce: Attention is  d irected  to the fact that 
th is  insuran ce, which was in e ffect, was canceled  by d irection  of the State Housing Board 
as of Ju ly 27, 1953.
Subsequently other insurance of a com parable amount and scope was placed with 
another company. It was noted, however, that th is new insurance which form erly  cost 
$. 756 per unit per year was billed under the new contract at the rate of $3. 65 per unit 
per year.
W E ST F IE L D  HOUSING AUTHORITY R EP O R T NO. 54-H -91
Debt S erv ice  Paym ents: This Authority pays into its  Debt Serv ice  Fund through its 
f is c a l  agent each  y ear from  ren ta l incom e an amount which together with amounts 
rece iv ed  from  other so u rces  w ill equal that y e a r’ s total debt requ irem en ts. On February 
1, 1954 th is Authority paid to the fis c a l  agent the sum of $ 8 , 922. 62 for this purpose 
which had been computed as follow s:
P rin cip al and In terest Due $27 257 50
L e ss :
State Contribution $ 1 8 ,2 5 0  00
1 /40  Prem ium  on Bonds 57  4 9
Incom e on Investm ents 27 39 18 334 88
P ro je c t  Requirem ent $ 8 , 922 62
Commonwealth Contribution: This Authority has rece iv ed  through its  f is c a l agent, 
as provided in its  con tract fo r F in ancial A ssistan ce with the Commonwealth, its  second 
subsidy payment in the amount of $18 , 2 5 0 .0 0 , which rep resen ts 2 1/2%  of the Total 
Development Cost. The operating surplus for the f ir s t  year of operations, a fter full sub­
sidy payment by the Commonwealth, amounted to $ 3 ,1 7 5 . 57 and was tra n sferred  to the 
Operating R e se rv e . The Operating Surplus fo r the second fisc a l year of operations, 
a fter fu ll Commonwealth subsidy, amounted to $ 6 ,7 1 3 .6 2 . Of th is amount $ 2 ,3 0 0 .0 0  was 
tra n s fe rre d  to Operating R eserv e  and $ 4 ,4 1 3 . 62 w ill be used to reduce the third y e a r's  
subsidy to $13 , 836. 38.
T hese su bsid ies paid to the Authority by the Commonwealth with the corresponding 
ren ta l savings to each tenant follow:
Y ear Subsidy Paid
Saving P er Tenant 
P e r  Month
1952 $ 1 8 ,2 5 0  00 $24 93
1953 18 ,2 5 0  00 24 93
1954 13 ,8 3 6  38 18 90
Accounts R eceiv ab le  - Ten ants: It was again noted that sev era l of the Tenants' 
Accounts for dwelling rent w ere not being m aintained on a cu rren t b a s is . As of April 30, 
1954 th ere  w ere balances outstanding totaling $ 1 ,4 5 7 . 00 , of which $ 248 .00  had been out­
standing for m ore than one y e ar. It is  again urged that every effort be made to maintain 
th is  account on a  cu rren t b a s is , and those on which a ll collection  efforts have been fru it­
le s s  charged off a fter proper approval has been received .
Em ployees Bonded: It was noted that the em ployees and m em bers of the Authority 
a re  not insured by a P osition  Bond. It is  recom m ended that the State Housing Board 
include th ese individuals under the so -ca lle d  Blanket Position Bond.
Com prehensive Public Liability  Insurance: Attention is  directed to the fact that this 
insuran ce which was in effect was canceled by direction  of the State Housing Board as of 
Ju ly 27, 1953.
Subsequently insurance o f a com parable nature and amount was purchased from 
another company. It was noted, however, that this insurance which was form erly  paid 
fo r at the ra te  of $ .7 5 6  per unit per year was billed under the new contract at the rate of 
$ 2 .0 8  per unit per y ear.
Operating R eserv e : It was noted that the Operating R eserve of th is Authority has 
been cred ited  $5, 475. 57 in ex ce ss  of that perm itted by the provisions in the Management 
R esolution. This excess iv e  cred it has, of cou rse, resulted in increased  subsidy pay­
m ents by the Commonwealth. The Chairman of this Authority could not explain the
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reasons for this entry and it is  th erefore  recom m ended that this m atter be review ed by 
the State Housing Board so that the provisions of the Management Resolution may be 
complied with.
DALTON HOUSING AUTHORITY R E P O R T  NO. 54-H -92
P ro je c t 200-1
Debt Serv ice  P aym ents: This Authority pays into its Debt S erv ice  Fund through its 
fisca l agent each year from  rental income an amount, which together with amounts 
received from  other so u rce s , w ill equal that f is c a l y e a r 's  total debt requ irem en ts. The 
Debt Service requ irem ents fo r the fisca l year ending Septem ber 30, 1954, payable 
August 1, 1954, were computed as follow s:
Bonds and In terest Payable $7 , 220 00
L ess:
Commonwealth Contribution $ 3 ,8 5 0  00
Contribution Reduction 1 ,0 0 0  00 4 ,8 5 0  00
P ro je ct Requirem ent $ 2 ,3 7 0  00
This Authority has also  rece iv ed , through its f is c a l agent as provided in its  C ontract 
for Financial A ssistance with the Commonwealth, its  fourth subsidy payment in the 
amount of $3, 850. 00. This amount is  $ 1 ,0 0 0 . 00 le s s  than the maximum subsidy of 
2 1/2% of the Development Cost. This d ecrease  was effected  by applying $ 1 ,0 0 0 . 00 of 
the third fisca l y e a r 's  surplus.
Operating R eserv e : It was noted that $407. 10 of the th ird y e a r 's  operating surplus 
was reserved  for Operating R eserv e  at the d irection  of the Chairm an of the State Housing 
Board.
Payment in Lieu of T axes: The previous audit rep ort stated that the Town of Dalton 
had been overpaid for taxes in the amount of $131 . 20. It was noted, how ever, that this 
amount had not been adjusted to the date of th is audit. T h is overpaym ent was computed 
as follows:
P eriod  Dwelling Rent Tax D eterm ined
July 24, 1950 to Septem ber 30, 1950 $ 1 ,3 1 2  00 $ 65 60
October 1, 1950 to D ecem ber 31, 1950 1, 968 00 98 40
January 1, 1951 to D ecem ber 31, 1951 7 ,8 7 2  0 0 393 60
January 1, 1952 to D ecem ber 31, 1952 8 ,5 1 6  0 0 425 80
January 1, 1953 to D ecem ber 31, 1953 8 ,5 8 3  00 429 15
Adjustment fo r 1953 146 85
Total T axes Due $ 1 ,5 5 9  40
Paym ents:
February 2, 1951 131 2 0
Septem ber 19, 1952 459 20
D ecem ber 13, 1952 417 95
D ecem ber 16, 1953 428 45
A pril 2 , 1954 253 80 1 ,6 9 0  60
Overpayment $131 20
It is  recom m ended that step s be taken to adjust o r co lle ct th is item .
P ro je c t  200-2
Debt S erv ice  P aym ents: This Authority pays into its  Debt S erv ice  Fund through its  
fisca l agent each year from  rental incom e an amount which together with amounts 
receiv ed  from  other so u rces  w ill equal that f is c a l y e a r 's  total debt requ irem en ts. For 
the second fisc a l year th is amount of $1 , 841. 13 will be paid in two in sta llm en ts; on 
M arch 1 1954, $ 8 5 9 .8 8  and on Septem ber 1, 1954, $ 9 8 1 .2 5 . T his amount was estab ­
lished as follow s:
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Bonds and In terest Due $ 5 , 925 00
L e ss :
Commonwealth Contribution $ 3 ,9 7 5  00
1 /40  Prem ium  62 69
Income on Investm ent 46 18 4 ,0 8 3  87
Total P ro je c t Requirem ent $ 1 ,8 4 1 1 3
T here has been received  through the f is c a l  agent, as provided in the Contract for 
F in ancial A ssistan ce  with the Commonwealth, 25% of the second subsidy payment. The 
balance of the subsidy w ill be paid to the f isc a l agent by the Commonwealth on Septem ber 
1, 1954. The total subsidy for the second f is c a l  year w ill amount to $3, 9 7 5 .0 0  which is 
2 1/2%  of the total certified  Development C ost. The surplus a fter subsidy payment for 
the f ir s t  f is c a l period of $ 5 7 8 .7 9  was tra n s ferred  to Operating R eserv e .
G eneral
Investm ent of Surplus Funds: It was noted that the surplus cash  of the two p ro jects 
was not being invested in com pliance with instru ctions from  the State Housing Board. It 
is  recom m ended that such balan ces be invested in the m anner approved by the Chairman 
of the State Housing Board.
Com prehensive Public Liability  Insuran ce: Attention is  d irected  to the fact that this 
insurance in effect was canceled by d irection  of the State Housing Board as of Ju ly 27 
1953.
Subsequently insurance of a com parable nature and amount was obtained from  another 
company. However, th is  insurance which fo rm erly  was paid for at the ra te  of $ .7 5 6  per 
unit per year was billed  under the new con tract to both p ro jec ts  at the ra te  of $ 1 .8 7  per 
unit per year.
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Debt Se rv ice  P aym ents: T his Authority pays into its  Debt S erv ice  Fund through its 
f is c a l  agent each year from  rental incom e an amount, which together with amounts 
rece iv ed  from  other so u rce s , w ill equal that f is c a l y e a r 's  total debt requ irem en ts. The 
debt requ irem en ts for the f is c a l  year ending June 30 , 1954 w ere computed as follows:
Bonds Maturing and In terest Payable $1 2 ,9 9 1  25
L e ss :
Commonwealth Contribution $ 6 ,0 9 0  72
Contribution Reduction (P rio r  
Y e a r 's  Surplus) 2 ,4 0 9  28
1 /40  Bond P rem ium  94 27
In tere st from  Investm ent 52 50 8, 646 77
P ro je c t  R equirem ent $ 4 ,3 4 4  38
Operating R e se rv e : The maximum operating re se rv e  to be established by this 
Authority has been estab lish ed  at $ 9 ,3 0 0 .0 0 ,  but the balance in it as of May 31, 1954 was 
$9 , 866. 78. This e x ce ss  re se rv e  was created  by cred iting to it $7 5 0 .0 0  of p rior year’ s 
surp lus. It is  recom m ended that the Chairm an of the State Housing Board order a reduc­
tion in th is re s e rv e  to the maximum allow able amount and recom m end that the excess of 
$566 . 78 be applied to the Contribution Reduction Account.
D eposit of C ash: The previous audit rep ort stated :
" I t  was noted that the record ed  cash re ce ip ts  do not agree with the cash  
deposits as appearing on the bank statem en ts. This condition was o c ca ­
sioned by cash  re ce ip ts  being recorded on the cash book although they were 
not deposited at the end of each month. It is  advised that a ll cash c o lle c ­
tions be deposited in the month receiv ed . "
The re co rd s  of th is Authority indicate that these cash re ce ip ts  a re  s t il l  not being 
deposited during the month rece iv ed . A cash  shortage has existed  in th is account in the 
amount of $15. 20 sin ce A pril 30 , 1954, which would probably not ex ist had the income 
been promptly deposited. It is  th erefore  again suggested that all cash  co llection s be 
deposited promptly on rece ip t.
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Accounts R eceivable -  Tenants: It was noted that the approval of the State Housing 
B oard d ated  January 9, 1954 to charge off delinquent Accounts R eceivable totaling 
$ 196 .00  has been ignored, and is  th erefore  s t il l  included with the active Accounts R ece iv ­
able. It is  recom m ended that these accounts be accordingly charged off.
Auditing S e rv ice s : It appears that auditing se r v ic e s , for which a charge of $ 1 1 5 .0 0  
per year is paid, is  a duplication of se rv ic e s  perform ed by the field accountant of the 
State Housing Board. It is  suggested that step s be taken to dispense with the s e rv ic e s  of 
the paid auditor.
Comprehensive Public Liability  Insu ran ce: Attention is  d irected  to the fact that this 
insurance form erly  in effect was canceled by d irection of the State Housing Board as of 
July 27, 1954.
Subsequently, insurance o f a com parable nature and amount was obtained. However, 
it was noted that th is new insurance which was form erly  paid for at the ra te  of $. 756 per 
unit per year was billed under the new contract at the ra te  of $1 . 87 per unit per year.
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AUDIT O F METROPOLITAN TRANSIT AUTHORITY AND R EL A TE D  AGENCIES
Audit of M etropolitan T ran sit Authority: Chapter 675 of the A cts of 1949 provides 
as follow s:
"C hapter 544 of the a c ts  of 1947 is  hereby amended by strik ing out 
section  12 and inserting in place th ereof the following: SECTION 12.
The tru stees  sh all determ ine the ch a ra cter and extent of the se rv ice s  
and fa c ilit ie s  to be furnished, and in th ese re sp ects  th eir authority 
sh all be exclusive and sh all not be su b ject to the approval, control or 
d irection  of any s ta te , m unicipal or other departm ent, board o r com ­
m ission . Except as herein  otherw ise provided, the department shall 
have the sam e general supervision and regulation, and ju risd iction  
and control o v er, the se rv ic e s  and fa c ilit ie s  of the authority as it has 
over s tre e t railw ay com panies. The departm ent of the sta te  auditor 
sh all annually make an audit of the accounts of the authority and make 
a rep ort thereon to the tru ste e s , the governor and council and the gen­
e ra l court. In making said audits, said department of the sta te  auditor 
may ca ll upon the department of public u tilities  and other departm ents, 
com m ission s, o ff ice rs  and agencies of the commonwealth for such 
inform ation as may be needed in the cou rse of making such audits. The 
sta te  auditor may employ such aud itors, accountants, and other a s s is t ­
ants as he deem s n ecessary  for carry in g  out his duties under this 
sectio n , and chapter th irty -on e of the G en eral Laws and the ru les made 
thereunder sh all not apply to such em p lo y ees."
A com plete rep ort of an audit of the accounts of the M etropolitan T ran sit Authority 
for the calend ar year ending D ecem ber 31 , 1953, was issued on July 30 , 1954. In order 
that our audit might be com prehensive and com plete, sep arate  exam inations of the 
accounts of the Boston M etropolitan D is tric t and the T ran sit Mutual Insurance Company 
w ere also  com pleted and rep o rts  issued.
G en eral: Individual copies of the audit rep o rts  have been subm itted to His E x ce l­
lency the G overnor, the L ieutenant-G overnor, the P resid ent of the Senate, the Speaker 
of the House, the State L ib rarian , the G overnor’ s C ouncilors, and the Senators, R epre­
sen tativ es and o ffic ia ls  of the c itie s  and towns of the Boston M etropolitan D is tric t and 
the m em bers of the Board of T ru s te e s  and o ffic ia ls .
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SCHEDULE O F TRANSIT AUDITS —  FISCA L YEAR 1953-1954
Agency
Page
From  To No.
M etropolitan T ra n s it  Authority 
Boston M etropolitan D istric t 
Transit Mutual Insurance Company
Ja n . 1, 1953 Dec. 31, 1953 318 - 338
Ja n . 1, 1953 D ec. 31, 1953 338 -  340
Jan . 1, 1953 D ec. 31 , 1953 340 - 341
The following com m ents, exceptions and recom m endations w ere included in the rep o rts  issued in con­
nection with this exam ination:
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1. AUDIT: T h is audit was conducted under the provisions of Chapter 675 of the 
A cts of 1949, which amended Section 12 of Chapter 544 of the A cts of 1947 and provides 
for an annual audit of the accounts of the M etropolitan T ra n sit Authority by the D epart­
ment of the State Auditor.
This report co v ers the calendar year 1953, and, in addition, sep arate  rep o rts  co v er­
ing the sam e period have been issued as the resu lt of sep arate exam inations of the Boston 
M etropolitan D is tr ic t and the T ra n sit Mutual Insurance Company.
In further connection with th is audit, the accounts of two co n cessio n a ires  of the 
Authority, selected  by the Department of the State Auditor, w ere exam ined to the extent 
n ecessa ry  to verify  the ren ta ls  paid to the Railw ay.
2. GEN ERAL: The principal accom plishm ent of the present T ru s tees  during the 
year 1953 has been a reduction in operating c o s ts , mainly through the re le a se  or early  
re tirem e n t of hourly rate em ployees, consequently accom panied by reductions in serv ice .
E a rly  in 1954, on th eir fifth attem pt, the T ru s tees  rece iv ed  authorization for a fare 
in cre a se , which, while it has produced som e in crea se  in revenue, has been accompanied 
by a continuing d e crease  in the passenger load.
Such methods can hardly be acclaim ed  as accom plishm ents. It has been the stated 
opinion of th is departm ent sin ce the creation  of the M etropolitan T ran sit Authority that 
the ultim ate solution to the problem s of the Railway lie s  in expansion of low co st rapid 
tra n s it se rv ic e  throughout the present a re a . Any expansion of the rapid tra n s it system  
under the p resen t T ru s tees  has not p rog ressed  beyond the talking and planning stage. 
Actually many m illions of d o llars of the taxp ayers ' m onies have been expended on 
s im ila r  plans in the past without v isib le  re su lts . The only rapid tra n s it extension that 
has p rog ressed  beyond the planning stage is  the extension to R ev ere , and that alteration 
was ord ered  by the G en eral Court through leg islation  filed  by R ep resen tatives in the 
R ev ere  a re a , apparently as a re su lt of a comm ent contained in our rep ort sev era l years 
ago, which strongly urged such an extension.
The p resen t T ru s tees  have on five sep arate  occasion s sought fa re  in cre a se s , and in 
actual fac t reduction of d e fic its  accom plished through fare  in cre a se s  affords no re lie f 
w hatsoever to the taxp ayers of the D is tr ic t. No T ru s tees  in the b rie f h istory of the 
M etropolitan T ra n sit Authority have apparently recognized the fact that co sts  of the MTA 
a re  going to be paid by the taxp ayers of th is a re a , e ither in fa re s  o r in d eficits . We see 
no fin ancial gain from  fa re  in c re a se s ; in fac t, such in cre a se s  can be detrim ental to the 
D is tr ic t for they encourage many com m uters to use th e ir  c a rs  to drive into Boston, 
thereby adding com p lications to the tra ffic  problem s of the city  and placing an additional 
burden upon the taxp ayers to provide highway and parking a re a s  for this ex tra  tra ffic .
3. TEN URE O F T R U ST E E S: Since the advent of the MTA in 1947, the Common­
w ealth has had th ree governors and th ree sep ara te  Boards of T ru stees . Without attempt­
ing to pass on the a b ilit ie s  or the qualifications of the th ree different Boards of Trustees, 
th is departm ent fe e ls  quite strongly that continual changes in T ru stees  makes solution of 
the b asic  problem s of the Railway an im p ossib ility . It has taken a half century of both 
good and bad m anagem ent of the Railway to produce the conditions that ex ist today and 
th ese conditions cannot now be solved in two y e a rs  or four y ears, s in ce policies aimed at 
eventually co rre ctin g  such problem s must of n ecessity  be of a long-range nature. Each 
new Board  of T ru s te e s , th ere fo re , has adapted itse lf  to the existing sh o rt-term  policy, 
and th eir  planning has been thus lim ited and th eir accom plishm ents of little  or of even 
negative value.
In addition to the gen era l ineffectiven ess of sh o rt-te rm  T ru stees , two sp ecific  costly 
changes in policy a ro se  during 1953 as a resu lt of the m ost recent changes in T ru stees :
(1) The previous T ru stees  on M arch 18, 1953 issued purchase ord ers  for 
snow -rem oval equipment at a co st of over $200, 000. 00. Soon a fter the 
p resen t T ru s tees  took o ffice , they announced adoption of a no snow -rem oval 
policy by the Railway but the Railway s t i l l  had to accept delivery of the 
equipment ord ered  by th eir p re d ecesso rs . This m atter is  discussed  fully 
la te r  in th is rep ort.
(2) On M arch 1, 1953 the previous T ru stees  borrowed $ 5 2 5 ,0 0 0 .0 0  for the 
construction  of parking a re a s . The present T ru stees  have no plans for the 
construction  of such are a s  at MTA expense and have in th eir possession  
n early $ 5 5 0 , 0 0 0 . 0 0  on which they are  paying in terest and which they can 
spend for no other purpose than building parking a re a s . T his m atter is  also  
discussed  la te r in th is report.
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4. OPERATIONS - 1953: For the calendar year 1953, the Authority reported a 
?^,-<?SSeSSa^ e ol $ 8 ,3 5 0 ,6 7 6 .0 8 ,  but the actual cost of Railway operations in
1953 amounted to $9, 930, 500. 93.
This substantial d ifference a r is e s  from the fact that the T ru stees in reporting th eir 
deficits do not include the cost of principal payments on subway and construction  bonds, 
interest on d eficit notes issued by the State T re a su re r , or co sts  of operating the Boston 
Metropolitan D is tr ic t. These item s, however, a re  asse sse d  on the taxp ayers.
The deficit reported by the T ru stees is  fu rther deflated by item s of a n on -recu rrin g  
nature, which w ill not n e ce ssa rily  reappear on future Railway statem en ts and, th erefo re , 
must be elim inated if the o v era ll financial condition and prospects of the Railw ay are  
being studied.
The following is  an an aly sis of the various item s which have thus affected  the 1953 
deficit of the Railw ay:
Loss Resulting from  O perations 
Plus Other C osts Not Included:
$9, 125 ,8 4 6  68
Retirem ent of Subway and New C on struc­
tion Debt (A ssessed  D irectly  on C ities
and Towns) $74 4 ,5 9 2  61
Interest on D eficit Notes 4 8 ,0 6 1  64
Boston M etropolitan D is tr ic t Budget 12 ,0 0 0  00 8 0 4 ,6 5 4  25
Actual Operating Loss 
L ess P rofit and L oss Item s: 
M iscellaneous C red its :
Prem ium  Discount on Compensation 
Insurance Applicable to P rio r
$ 9 ,9 3 0 , 500 93
Y ears
Adjustment of 1947 Fed eral Income
$ 2 2 ,5 4 6  39
Tax Refund
Interest A ccrued on 1944 Fed eral
574, 592 15
Income Tax Refund 2 3 4 ,2 3 0  70
Gain from  D isposal of Land 
Adjustment of Unpaid Dividend and
19 ,177  00
Coupon Liability
Adjustment of Em ployees’ P a sse s
3 ,0 4 0  75
and Uniform Buttons 1 ,0 0 0  00
Adjustment of Outstanding T ick e ts 1 9 ,900  00
Dividend on Compensation Insurance 
Plus Legal S e rv ices  R elating to F ed eral
5 0 ,683  61 92 5 ,1 7 0  60 
$ 9 ,0 0 5 ,3 3 0  33
Income Tax C ases 15 0 .0 0 0  00
Loss for the Y ear $ 9 ,1 5 5 ,3 3 0  33
Revenue from  transportation  dropped substantially  from  $ 3 7 ,8 5 8 ,5 8 0 .4 1  in 1952 to 
$ 3 5 ,952 ,606 . 11 in 1953. Total revenue from  a ll so u rces dropped from  $ 3 9 ,0 4 2 , 962. 61 
in 1952 to $ 3 7 ,0 6 7 , 698. 32 , while operating exp enses w ere also  d ecreased  from  
$41 ,8 9 6 ,7 0 5 . 63 in 1952 to $39, 921, 100. 72 , and th is la tter to tal includes an allowance of 
$ 1 ,2 0 0 ,0 0 0 .0 0  for depreciation  of property, which is  d iscussed  la te r  in th is rep ort.
Revenue m ile s  operated by the Railway dropped from  46 , 566, 413 m iles in 1952 to 
4 4 ,2 6 4 ,3 8 4  m iles in 1953, while p assen g ers ca rr ie d  reached a new recen t low of 
2 6 8 ,2 8 6 ,2 9 9 . L isted  below is  a study of p assen g ers ca rr ie d  by the Railw ay from  the 
year 1919 to 1953.
Y ear Revenue P assen g ers Y ear Revenue P assen g ers
1919
1920
1921
1922
1923
1924
1925
1926
1927
1928
3 2 4 ,7 5 8 ,6 8 5  
335, 526, 561 
3 3 7 ,2 5 2 ,0 8 0  
356, 5 93 ,942  
382, 149,697 
3 8 2 ,8 8 8 ,8 4 8  
3 6 5 ,0 3 6 ,2 8 6  
3 7 1 ,2 1 8 ,4 0 1  
3 6 6 ,9 3 8 ,9 0 8  
3 6 2 ,0 0 5 ,0 3 3
1937 2 9 6 ,3 9 7 ,4 9 3
1938 2 9 1 ,1 7 5 ,0 1 7
1939 2 9 5 ,1 2 3 ,0 7 7
1940 2 9 4 ,4 5 0 ,6 2 8
1941 3 0 6 ,8 1 5 ,5 2 5
1942 3 7 0 ,2 6 5 ,2 4 1
1943 4 1 8 ,2 0 3 ,6 3 3
1944 4 1 7 ,0 6 9 ,3 7 8
1945 4 2 0 ,0 9 6 , 165
1946 4 3 3 ,0 9 4 ,9 5 2
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1929 3 5 4 ,2 1 4 ,9 9 0 1947 388, 573 ,222
1930 3 4 2 ,6 9 4 ,9 0 5 1948 3 8 1 ,0 2 3 , 889
1931 3 2 4 ,7 8 8 ,5 7 7 1949 A
1932 2 9 1 ,7 5 3 ,8 2 5 1950 3 0 7 ,7 3 2 ,3 1 5 #
1933 2 6 7 ,8 4 5 ,4 2 9 1951 2 8 8 ,9 7 2 ,8 2 3
1934 2 7 7 ,0 3 4 ,1 7 5 1952 2 7 7 ,7 1 3 ,0 5 9
1935 2 8 0 ,4 0 2 ,5 2 6 1953 2 6 8 ,2 8 6 ,2 9 9
1936 296, 180 ,666
A -  Not available due to change in fa re  s tru ctu re , effective 
August 6, 1949.
# - January 1 -  27, 1950 estim ated.
The p resen t T ru stees  have apparently continued the p olicies of th eir im mediate 
p re d ecesso rs  in attem pting to bring the Railw ay into the black by continuing reductions 
in the revenue m ile s  operated by the Railw ay. In the year 1948, the Railw ay operated 
m ore than 5 4 ,7 0 0 ,0 0 0  revenue m ile s , and as a re su lt of th is policy, revenue m iles in 
1953 reached a new low of 4 4 ,2 6 4 ,3 8 4  m ile s , representing a d e crease  of 2 ,3 0 2 ,0 2 9  
revenue m ile s  during the y ear. The re su lts  of this policy a re  c lea rly  dem onstrated by 
the following sum m ary of revenue m iles operated by the Railway annually sin ce  1948:
1948 5 4 ,7 0 4 ,8 5 0
1949 53, 120 ,910
1950 5 0 ,7 0 4 ,3 5 4
1951 4 8 ,4 8 5 ,6 9 5
1952 46, 566 ,413
1953 4 4 ,2 6 4 ,3 8 4
The greatly  heralded econom ies of the present T ru stees  have been accom plished by 
reducing operations and consequent reductions in the hourly pay ro ll. It cannot be denied 
that the Railw ay has lo st p assen g ers and revenue as a re su lt of th is policy . This depart­
ment re ite ra te s  its  stated opinion of the past se v era l y e a rs , that the ultim ate solution 
of the fin ancial problem s of the MTA lie s  not with a continuous contraction  of serv ice  
but ra th er with an econom ical expansion of rapid tra n s it se rv ice  within the a re a  now 
served  by the Authority.
The continuous e ffo rts  which have ch aracterized  the adm inistration of the present 
T ru s tees  to seek  in cre a se s  in the fa re  stru ctu re  of the Authority cannot provide a solu­
tion. W hatever the co sts  of the system  a re , they w ill be m et by the taxpayers of the 
fourteen c itie s  and towns that constitute the MTA d is tr ic t. If fa res  a re  ra ised  then the 
in crea se  in fa re s  m ust com e from  th ese taxp ayers, while, on the other hand, if deficits 
in c re a se , the co st of those d eficits w ill be paid by the sam e taxp ayers. In rea lity  the 
Railw ay with extended econom ical rapid tran s it se rv ice  could operate on a lower fare 
s tru ctu re  to the econom ical benefit of the a re a  with little  effect on the taxpayers who, 
in any event, must b ear the co sts  of the Railw ay.
T his departm ent recom m ends that the T ru stees  attack the b asic  problem  of the 
R ailw ay, which is  a continuing decline in p assen g ers, through an econom ical am plifica­
tion of the low operating co st rapid tra n s it system .
5. CASH POSITION: On D ecem ber 31, 1952 the Railway had in its possession  in 
u n re str ic te d  cash  $ 2 ,4 3 4 ,3 7 2 .3 0  and investm ents in U. S. T reasu ry  B ills  amounting to 
$ 1 ,9 9 7 ,4 8 8 .8 9 ,  while at the sam e tim e the Boston M etropolitan D is tr ic t held a note of 
the MTA fo r seven m illion d o lla rs. On D ecem ber 31 , 1953 the u n restricted  cash on hand 
at the Railw ay amounted to $3 , 9 9 8 ,6 0 3 . 08, while the Boston M etropolitan D is tric t held 
notes of the Authority amounting to five m illion d ollars.
While it is  obvious from  the above that the cash position of the Railw ay improved 
during the y ear 1953, th is im provem ent resulted  in no sm all m easu re from  the fact, 
that the MTA receiv ed  during the year 1953 the following amounts in cash  over and b e­
yond th eir norm al incom e from  fa res  and con cession s:
D eficit
Refund -  -  Incom e T axes 
In terest on Tax Refund 
P ro ceed s of Bond Issue
$ 7 ,8 2 9 ,0 4 4  64 
591, 972 56 
2 3 4 ,2 3 0  70 
1 ,5 4 5 ,0 0 0  00 
$ 1 0 ,2 0 0 ,2 4 7  90
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During recent y ears the T ru stees have found increasing needs to borrow money on 
temporary notes. As a result when payment of the deficit has been made to the Authority 
by the State T re a su re r , alm ost the full amount of the deficit has been im m ediately needed 
to pay off the note or notes held by the Boston M etropolitan D is tr ic t. The 1954 L e g is la ­
ture, under Chapter 409, has now authorized the T ru stees from tim e to tim e each year to 
certify to the State T re a su re r  th eir lo sse s  to the date certified  whereupon the State T re a ­
sury will pay the sum so certified  to the Railway. Under the provisions of this Act, it 
will now be possible for the T ru stees to co llect th eir deficit monthly, if n ecessary , during 
the year in which the d eficit is  incurred.
6. ENGINEERING AND ACCOUNTING SURVEY: Chapter 18 of the R eso lv es of 1953 
authorized and directed the M etropolitan T ran sit Authority to provide for a survey re la tiv e 
to:
(1) The physical a sse ts  and fa c ilit ie s  of the Authority and the m anage­
ment and operation of the transportation system
(2) The financial stru ctu re of the MTA, including its purchasing and
accounting procedures and the financing of its  bonded indebted­
ness.
In compliance with this order of the L egisla tu re, on June 19, 1953 an agreem ent was 
entered into with a prominent engineering and accounting organization to conduct these 
surveys. This work was completed and a report filed on D ecem ber 1, 1953 at a cost of 
$100, 000. 00.
During the course of this audit, we have examined the recom m endations and the ob­
servations contained in that report and we have failed to note any positive action by T r u s ­
tees to comply with the recommendations of th is costly  survey; but to the exact contrary  
we do find that the T ru stees took action to nullify the m ost im portant single recom m en d a­
tion of the entire report.
(a) D epreciation: On page 40 of the rep ort of the en gin eers, it was 
recommended to the Railway:
"The annual charge of $ 1 ,2 0 0 ,0 0 0  to co st of se rv ice  for d ep re­
ciation of road and equipment, other than rolling  stock , should be 
discontinued . . . "
This agrees entirely with recom m endations made by th is  departm ent in our 
previous audit rep o rts . Should th is annual charge be elim inated, a substan­
tial reduction could be expected in the co st of se rv ic e  every year th erea fter.
This one recom m endation of the private en gin eers if it had been a c ­
cepted would have m ore than ju stified  the consid erable expense of $ 1 0 0 ,0 0 0 .0 0  
which the survey co st. Instead, however, the T ru s tees  h ired another private 
accounting organization at a cost of $225. 00 who, by le tte r , advised the T ru s ­
tees that in th eir opinion the p resent depreciation p o licies of the Authority w ere 
justified and should be continued.
It is  interesting to note from  an exam ination of the le tte r  subm itted by 
this accounting organization that th eir conclusion that the present annual 
charge of $1 , 2 0 0 ,0 0 0 . 00 in depreciation was ju stified  was arriv ed  at by them 
largely from  data furnished by the MTA and without exam ination o r audit.
That le tter sta tes in part:
" ,  . . vVe have made exam inations for the M assach u setts D epart­
ment of Public U tilities of the accounts of the Authority for the period 
from August 29, 1947 to D ecem ber 31 , 1947 and for the year ended 
D ecem ber 31 , 1948. From  inform ation obtained by us during the 
course of these la tter exam inations and from  accounting data which 
you have furnished to us at our requ est for the portions of the seven 
y e a rs  ended D ecem ber 31 , 1952 not covered  by these exam inations, 
we have projected  the D ecem ber 31, 1945 and prior depreciation 
studies to the beginning of the year 1953. The data furnished to us 
for th ese unexamined periods has been accepted after a b rie f review  
on our part without exam ination or audit. "
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(b) P urchasing: On page 29, the private rep ort recom m ends that the MTA:
"D iscontinue the p resent p ractice  of obtaining w ritten bids on 
pu rchases under $50. "
A previous rep ort issued by th is departm ent in th is connection, stated as 
follow s:
"S in ce  a study indicates that approxim ately 50% of the purchase 
o rd ers  issued involved $ 5 0 .0 0  or le s s ,  it is  recom m ended that the 
T ru s te e s  estab lish  certa in  lim its  under which purchases may be 
made d irec tly , without com petitive bidding, and that in no event 
should expenditures be made beyond the lim its  thus se t , except by 
com petitive b idd ing."
We have failed  to note any change in the purchasing p o licies of the Railway.
(c) Refunding Bonds - Subway D ebt: On page 43 of the private report, in 
re fe rr in g  to th is su b ject it is  stated :
" .  . . We believe that when th is  refunding becom es n ecessary  
consid eration  should be given to having the new bonds issued by the 
Boston M etropolitan D is tr ic t ra th er than the city  if a m ore favorable 
in terest ra te  can thus be obtained. "
In arriv in g  at th is conclusion, the private accountants have obviously over 
looked the fact that existing statu tes already requ ire  that the refunding of the 
subway debt w ill be made by the Boston M etropolitan D is tric t and not by the City.
(d) L iability  Insuran ce: In commenting on th is su b ject, our previous audit 
rep ort stated :
"In view of the extravagant co sts  of m aintaining th is phase of 
the A uthority 's operation s, we recom m end to the new T ru stees  that 
a study be made to determ ine whether or not the en tire department 
should be abolished and the re se rv e  liquidated and the p rocessing of 
a ll injury and damage c la im s be accom plished through a private in ­
su ran ce company . . . "
In th is connection, the private en gin eers' report stated :
. . W hile coverage probably could be purchased through stock 
com p anies, the Authority would have to relinquish its  right to agree 
to settlem en t in lo s s e s  exceeding $ 1 0 ,0 0 0 . and this might not be in 
the in terest of good public re la tio n s . . . "
The reasoning in th is statem ent is  not c le a r  and various interested  offi­
c ia ls  of the MTA w ere also  unable to explain th is opinion of the private engi­
n e e rs . In actual fa c t, it would appear that if the MTA could obtain private 
coverage for th is insuran ce, even at th eir own present cost it would be advan­
tageous to the taxp ayers, for it would elim inate the present re se rv e  and sub­
stan tia lly  reduce the d eficit.
(e) G en eral: No attem pt by this departm ent has been made to follow all 
of the conclusions drawn in this private rep ort. The rep ort itse lf , however, has 
been read and certa in  item s which re la ted  d irectly  to our audit have herein  been 
commented on. Some of the conclusions drawn in the rep o rt, however, seem  to 
be fa r-fe tch ed  and not b asica lly  sound, as for exam ple, on page 23 in re ferrin g  
to the m aintenance of the vehicles and the equipment of the Railw ay, they comment:
"T h e reco rd  of reported road fa ilu res  is  extrem ely  good. This 
may imply that the equipment is  being overm aintained . . . "
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This is  a strange conclusion to draw. In substance what the rep ort is  
attem pting to say is  that because the Railway does not have a certa in  number 
of breakdowns of equipment on the road, then the conclusion must be that the 
MTA is spending too much money on m aintenance.
7. FARE IN CREASES: The activ itie s  of the present T ru stees have been largely  
devoted to a reduction in the se rv ic e s  provided by the Railway and a consequent reduction 
in the number of hourly ra te  em ployees of the Railw ay, accom panied by consisten t and 
continuing effo rts  to in crease  fa r e s .
Five different petitions have been made to the D. P . U. by the present T ru stees  for 
increases in the fa re  s tru ctu re  of the Railw ay, and certa in  of th ese must be described  
as entirely unreasonable and exorbitant and which if adopted would undoubtedly - -  despite 
the contention of the present T ru stees  - -  re su lt in even g re a te r  financial lo sse s  than 
those currently suffered by the Railway.
The following is a sum m ary of the various requ ests of the present T ru s te e s  for fare
increases:
Petition Filing
D. P. U. Date C urrent
10593 7 /  6/53 Rapid T ran sit and Systemwide 15? 20Ç o r 1 Token
Surface Lines 10? 15?
5? 7 1 /2?
Existing F a re s  Increased  5?
with the exception of a 2 1 /2?  
in crease on Pupils' T ick e ts . 
Disapproved by D. P . U. 
7 /3 1 /5 3
10733 11/ 9/53 Rapid T ran sit 15? 20? o r 1 Token
10733A 11/16/53 Rapid T ran sit and One Surface
Change 15? 27Ç o r 1 Token
and 7Ç
Two Surface Changes Plus
Rapid T ran sit 15? 34Ç or 1 Token
and 14Ç
Single Surface Line 10? 14?
Two Connecting Surface Lines 15? 28? or 1 Token 
and 7? Special 
F are
Night Lines 1:00 A .M . to 5:00 A .M . 15? 35?
3 Tokens 50£
Petitions 10733 and 10733A alike with
the exception of dates they would be -
come effective. These petitions were 
withdrawn by MTA on 3 /1 0 /5 4  because
of legislative changes in the cost of 
serv ice  with resp ect to fixed charges.
D ism issed by D. P . U. 3 /3 1 /5 4
10854 3 /1 0 /5 4 Rapid T ran sit and Systemwide 15? 20? or 1 Token
Surface Lines 
3 Tokens 50£
10? 20y or 1 Token
Disapproved by D . P . U. 3 /3 0 /5 4
10890 4 /  6 /54 Rapid T ran sit and Systemwide 15? 20Ç or 1 Token
Surface Lines 
5 Tokens 90£
10? 13?
Approved by D. P . U. 4 /6 /5 4
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The f ir s t  in cre a se s  sought by the T ru stees  according to th eir public statem en ts 
cam e as a resu lt of th eir interpretation  of Section 11 of Chapter 544 of the A cts of 1947. 
When these in crea ses  were denied, in ord er to be consisten t they sought amendment of 
th is Section which was granted under Chapter 196 of the A cts of 1954.
The T ru s te e s , in th eir sev era l attem pts to r a is e  fa re s  claim ed th eir requ ests were 
forced  upon them by Section 11 of Chapter 544 which they said requ ired  them to include 
all operating co sts  and fixed ch arges in computing th eir  fa re  stru ctu re . This was not 
c o rre c t , for that section  of the public purchase act allowed them d iscre tio n ary  power 
by the inclusion of the phrase "in  th eir ju d g m ent."
It should be obvious that it is  not possible while operating the p resent MTA system , 
as it is  presently  constituted, that any fare  stru ctu re  could be se t up which would pro­
vide all of the funds n ecessary  to rr eet a ll of the co s ts . P rev iou s T ru s tees  never a t­
tempted such in cre a se s ; they based th eir policy on the fact that they w ere allowed inde­
pendent judgment by the statute.
There is  an opportunity to m inim ize the staggering lo sse s  suffered by the Railway 
if the cost of fixed ch arges can be hidden by d irect a ssessm e n t upon the c itie s  and towns 
as is  evidenced by the present d irect a ssessm e n ts  of n early eight hundred thousand dol­
la r s  per year on the taxp ayers to pay off the subway debt for which co sts  the MTA does 
not account in their d e fic its . E arly  in D ecem ber of 1953 th ere  was unequivocal public 
statem en ts made that legislation  would be sought to place a ll fixed ch arges in the ca te ­
gory of d irect a ssessm e n ts . L ater recognizing the futility  of such e ffo rts , an amend­
ment to Section 11 of Chapter 544 of the A cts of 1947 was enacted by the G eneral Court, 
which allowed the T ru s tees  to do that which they always could have done, that is  to elim 
inate fixed charges in calcu lating fa re s .
The last requested in crease  was finally approved by the D epartm ent of Public Utili 
tie s  and becam e effective on A pril 12, 1954, and optim istic sta tem en ts, made by the 
T ru stees  regarding the su cce ss  of th is fare  in crease  following the end of the month of 
A pril, w ere widely circu lated , to the e ffec t, that the road was operating in the black.
In rea lity  for the month of A pril, which included nineteen days at the in creased  fa re s , 
incom e of the Railway in creased  $ 8 6 ,4 8 1 . 52 over A pril 1953, but the road operated at 
an actual d eficit of $474, 973. 44, and th is lo ss  does not include the co st of re tirem ent of 
the subway and new construction debt, which is  a sse sse d  d irectly  on the c itie s  and towns.
For the full irxonth of May 1954, under th is new fare  stru ctu re  the in crease  in the 
incom e of the Railway amounted to $155, 538. 96, and the statem en ts which accompanied 
re le a se  of this inform ation intended that the public should believ e that the road operated 
at a profit during that month. Actually th ere  was a lo ss  of $402, 111. 23 during that 
month, and this d eficit again does not include other co sts  which a re  a ssessed  directly 
upon the c itie s  and towns.
The T ru stees  did not accoir.pany either of these r e le a s e s  with the usual s ta tis tics  
giving the number of p assen g ers ca rr ie d  during the period. vVhen these s ta tis t ic s  are 
re le a sed  by the MTA, th ere w ill probably be shown a fu rther substantial lo ss  in passen­
g e rs . When the Authority analyzes this d e crease  in patronage, if they follow their usual 
p ra c tic e s , we can expect fu rth er reduction in hourly ra te  personnel and se rv ice .
8. CONSTRUCTION: The adm inistrations of the various B oards of T ru stees  that 
have operated the M etropolitan T ran sit Authority sin ce 1947 have one sp ecific  policy in 
common, and that has been w herever p ossib le, to m inim ize the annual d eficits reported 
by the tra n s fe r  of certa in  co sts  of the Railway d irectly  to the c it ie s  and towns.
When in 1949 the MTA took over title  to a ll the subways in the City of Boston, the 
legislation  provided that the co sts  of annual re tirem e n ts  of that debt would be assessed  
d irectly  upon the c it ie s  and towns of the D is tric t and that such co sts  th erefo re  would not 
be re flected  in the annual d efic its  of the MTA.
The annual cost of re tirin g  the debt occasioned by taking over the subways was to 
amount annually to $ 5 3 6 ,2 5 9 . 27, continuing to the year 2024. This legislation  also  pro­
vided that the co sts  of re tirin g  debts arisin g  from  new additions made to the subway s y s ­
tem would also  be a ssessed  by d irect charge on the c itie s  and towns. As a re su lt, the 
annual cost of subways and new constru ction , which in 1949 amounted to $ 5 3 6 ,2 5 9 .2 7 , 
has now rise n  to $744, 592. 61 in 1953.
It is  the considered opinion of this department that th is section  of the law should be 
amended so that these co sts  would be included in the d efic its  reported annually by the 
M etropolitan T ran sit Authority, s in ce the inclusion of such charges in the d eficit would 
certa in ly  have a tendency to re s tra in  all future T ru stees  from  unwise or excess iv e  e x ­
penditures for such construction.
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(a) Washington S tree t Tunnel and Trem ont S tree t Addition: Chapter 649 
of the A cts of 1949 authorized the Authority to constru ct additions to the W ashing­
ton S tree t Tunnel from  Haymarket Square to Sullivan Square at a cost not to ex ­
ceed $ 2 4 ,0 0 0 ,0 0 0 .0 0  and from  Boylston S tree t to F o re s t H ills at a co st not to 
exceed $ 3 1 ,0 0 0 ,0 0 0 .0 0 . In addition, the sam e Chapter authorized the Authority 
to "co n stru ct and equip an addition to the existing Trem ont S tree t Subway" at a 
cost not to exceed eleven and one half m illion d o lla rs . Under this Act the Author­
ity borrowed $ 8 2 5 ,0 0 0 .0 0  fo r prelim in ary surveys of the Washington Tunnel Addi­
tions and $ 1 ,0 0 0 ,0 0 0 .0 0  for a p relim in ary survey for the Trem ont S tree t Addition. 
From  th ese borrow ings the Authority has spent resp ectiv ely  $ 7 5 0 ,2 7 1 . 58 and 
$ 7 8 1 ,8 6 8 .2 6 , leaving balances totaling $ 2 9 2 ,8 6 0 . 16 that cannot be spent for other 
purposes unless authorized by new leg islation .
Section 3 of Chapter 197, A cts of 1953, enabled the Advisory Board of the 
MTA to veto the above construction  by in sertin g  into Chapter 649 of the A cts of 
1949:
"Section  6A. The authority sh all not a fter the effectiv e  date 
of th is section  issu e  any bond for the purpose of providing funds 
for the construction  of a p ro ject under th is act unless the p ro ject 
shall have been approved by the advisory board estab lish ed  by 
chapter four hundred and four of the a c ts  of nineteen hundred and 
fifty-tw o; provided, however, that n eith er the d is tr ic t nor the 
purchaser of any bond issued by the d is tr ic t sh all be obliged to 
see to the application of the proceeds of any bond issued by the 
authority. "
On July 3 ,1 9 5 3  the Board of T ru s te e s  authorized the G en eral M anager 
to notify the engineering firm  that the Advisory Board had e x e rc ise d  th eir 
legal prerogative and vetoed the construction  of the addition to the T rem ont 
Street Subway. As to the Washington Tunnel Additions, the Chairm an of the 
Advisory Board ruled in effect that sin ce the p relim in ary plans of th ese addi­
tions were beyond the authorization of the L eg isla tu re as to the amount and 
route, the prelim inary plans w ere m erely  "in fo rm ativ e" and it was not n e c e s ­
sary for the Advisory Board to act.
The sad com m entary on th is su b ject is  twofold:
(1) The ir4anagement of the MTA has borrow ed $1, 8 2 5 ,0 0 0 . 00 
for these surveys that have com e to naught, and sin ce paym ents on 
the principal of these bond issu e s  a re  at the ra te  of 1 /75  annually, 
the management has emburdened the taxp ayers of the MTA D is tr ic t 
for seventy-five y e a rs  in the to tal amount of $ 1 ,8 2 5 ,0 0 0 .0 0  plus 
in terest and has nothing to show for the expenditure.
(2) The burden on the taxp ayers could have been eased in the 
amount of $ 2 9 2 ,8 6 0 .1 6 , the unexpended balance of th ese borrow ings, 
by proper financing as is  being practiced  by other governm ental a - 
g en cies, nam ely, by tem porary financing until the full co st of the 
p ro ject is  determ ined and only then issue perm anent bonds. If this 
had been done, the taxpayers would have been burdened with 
$ 1 ,5 3 2 , 139. 84 ra th er than $ 1 ,8 2 5 ,0 0 0 .0 0 .
Having come to th is im passe with nearly $ 3 0 0 ,0 0 0 .0 0  on th eir hands with which 
nothing could be done, except possibly return  the money to the Boston M etropol­
itan D is tr ic t, the management filed  legislation  which was enacted (Chapter 417, 
A cts of 1954) and becam e effectiv e May 13, 1954, that made th ese funds av a il­
able for other purposes.
In connection with the extensions of the p resent Washington S tree t Tunnel, 
our la s t rep ort stated :
"In  both in stan ces, construction of these tunnels would add 
substantially  to the taxable value of property abutting th ese e le ­
vated stru ctu res  and th erefore  would in crea se  incom e to the City 
of Boston, and in addition would provide substantial im provem ent 
and m odernization to the a re a s  of the City that a re  involved. In 
n either c a se , however, would any advantage w hatsoever accru e  to 
the Railw ay, sin ce  no additional revenue could be expected and there 
would be no appreciable savings in operating co s ts . "
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Under the present c ircu m sta n ces , th is  departm ent ag rees with the position 
taken by the Advisory Board , however, at the sam e tim e, we believ e that the pos­
sib ility  s t il l  e x is ts  that worthwhile and n ecessa ry  im provem ents to the Railway 
fa c il it ie s  of g rea t value to the City of Boston, p articu larly  as re la te s  to the e lim ­
ination of the elevated stru ctu re  in Charlestow n could undoubtedly be accom plished 
at a reason able  and p ra c tica l co st. In th is  connection, attention is  d irected  to the 
following excerp t from  a le tte r  which was forw arded to the Chairm an of the Board 
of T ru s tees  of the MTA by th is departm ent on O ctober 6 , 1953:
’’The elevated stru ctu re  could be removed in the Charlestow n 
a re a  at a minimum co st to the MTA. P rop erty  value to the City 
of Boston would be su bstantially  enhanced, while, at the sam e tim e, 
an opportunity would be provided to extend rapid tra n s it se rv ice  to 
larg e  a re a s  of So m erv ille , E v e re tt , and Malden, if e ith er of the two 
following suggestions prove fe a sib le :
1) C onstruct an MTA station  under the North Station; 
continue the p resen t rapid tra n s it tunnel beyond Friend and 
Union S tre e ts  into th is new station , continuing the tunnel 
under the B . & M. yard s, surfacing in the ra ilro ad  yards 
and continuing on the ra ilro ad  right of way to a point near 
the p resen t E ast Som erville  station  of the ra ilro ad . Such 
constru ction  would elim inate the elevated stru ctu re  in 
Charlestow n and the station  at Sullivan Square at a re a so n ­
able co st.
2) Combine the station s at Frien d , Union and Hay- 
m arket Square, and have the p resen t tro lley  c a r  se rv ice  
stop at th is new combined station. The rapid tra n s it c a rs  
now proceeding by elevated stru ctu re  to Sullivan Square and 
E v e re tt would then proceed over the viaduct now used by 
tro lley  c a r s  to re ach  L ech m ere Square. E lim inate the 
p resen t o verp ass and station at L ech m ere Square and allow 
the rapid tra n s it at that point to com e to ground level in the 
B . & M. y ard s, and continue through the sam e yards to a 
point n ear or at the p resen t location of the E ast Som erville 
station  of the Boston and M aine R ailroad .
"U nder e ith er of th ese arran g em en ts, the MTA could also continue 
rapid tra n s it from  the new L ech m ere Square s ite  through Som erville 
over the B . & M. right of way to provide rapid tra n s it se rv ice  to a 
la rg e  a re a  of So m erv ille . The extension of rapid tran s it could also 
be continued from  the proposed MTA station  at E ast Som erville  over 
the Saugus branch right of way of the Boston and Maine R ailroad to 
provide rapid tra n s it se rv ic e  to E v ere tt and to Malden.
"W e agree that payment m ust be made to the R ailroad  for such 
occupancy, but the cost of such occupancy and contingent a lteration s 
would be far le s s  than any suggestions hitherto ra ised  to elim inate 
the Charlestow n elevated stru ctu re . We believe that the advantages 
of m ass transportation  offered  by rapid tran s it would by in creased  
patronage and lower operating co sts  m ore than o ffset such expendi­
tu res . C ertain ly  substantial savings in operating expenses could be 
expected for such extension through the elim ination and reduction of 
expensive feed er s e r v ic e ."
(b) E a s t Boston Rapid T ra n sit: As of D ecem ber 31, 1953 th ere  rem ained 
a balance of $ 5 1 4 ,4 2 2 .7 1  from  the proceeds of the bonds issued to provide funds 
for this p ro jec t, which was reduced to $326, 164. 85 as of M arch 31, 1954. The 
cost of the E ast Boston Rapid T ran sit as of M arch 31, 1954 is  as follow s:
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Funds Provided by City of Boston 
Borrow ings
Funds Provided by MTA Borrow ings
Total Funds Provided
Total Cost as of M arch 31, 1954
Balance M arch 31, 1954
$ 6 ,0 6 2 ,1 3 3  79 
1 3 ,9 1 5 ,0 0 8  72
$ 1 9 ,9 7 7 ,1 4 2  51 
1 9 ,6 5 0 ,9 7 7  66
$ 3 2 6 ,1 6 4  85
It is  understood that a b ill w ill be filed  in the 1955 L eg isla tu re to en ­
able the Authority to use these funds for other purposes.
(c) O ff-S tree t P arking: The L eg isla tu re has placed lim its  on the 
construction  of o ff -s tr e e t  parking by lim iting the issu e of bonds for that purpose 
to $1 , 5 0 0 ,0 0 0 .0 0 . To date the Authority has actually  issued bonds amounting to 
$ 6 7 5 ,0 0 0 .0 0  yielding, at a premium $ 6 7 7 ,0 4 3 . 97. The expenditures charged to 
th is account amounted to $ 1 2 9 ,9 8 4 .6 5  as of D ecem ber 31, 1953, leaving a b a l­
ance of $ 5 4 7 ,0 5 9 .3 2 .
On D ecem ber 1, 1949 the Authority f ir s t  borrow ed $ 1 5 0 ,0 0 0 .0 0  for this 
purpose, and although they had a substantial balance left in that account, on 
M arch 1, 1953 they borrowed an additional $ 5 2 5 ,0 0 0 .0 0 . On date of audit, they 
had on hand nearly $ 5 5 0 ,0 0 0 .0 0  in borrow ed money to build parking a re a s , and 
they have no plans to build such a re a s . E lsew h ere in th is rep ort we have re co m ­
mended a change in the borrowing p olicies of the Railw ay. We need no better 
evidence than the above to dem onstrate that the MTA should use tem p orary f i ­
nancing before a p ro ject is  com pleted, and then, only a fter the co st of the p ro­
je c ts  a re  finally determ ined, should the Railw ay engage in perm anent financing.
In addition to the $129, 984. 65 expended for parking a re a s  noted above, the 
managem ent circum vented the leg islation  lim iting o ff -s tr e e t  parking construction  
by charging co sts  amounting to $ 2 2 3 ,3 1 8 .7 6  for the Day Square and O rient 
Heights parking a re a s  to the construction  of the E ast Boston Rapid T ran sit E x ten ­
sion.
The total co st of constructing parking a re a s  charged to bond proceeds actu ­
ally , th ere fo re , amounted to $ 3 5 3 ,3 0 3 . 41 as of D ecem ber 31 , 1953.
(d) Extension to R ev ere : Of the $ 3 ,0 0 0 ,0 0 0 .0 0  statutory lim itation 
for the extension of the E ast Boston Rapid T ran sit Extension to R ev ere , 
$ 2 ,2 5 0 ,0 0 0 .0 0  bonds w ere issued at a premium on M arch 1, 1953, the proceeds 
of which amounted to $ 2 ,2 5 7 ,8 7 2 .7 5 ,  and expenditures to D ecen-ber 31, 1953 
w ere $ 1 ,7 0 6 , 226. 07 , leaving a balance of $551, 646. 68.
The extension to R ev ere was f ir s t  proposed in an audit report issued by 
th is departm ent, covering an exam ination of the accounts of the Authority for 
the calendar year 1950, which stated :
’’Attention is  d irected  to the fact that the MTA owns the 
righ ts of way of the fo rm er Boston R ev ere Beach and Lynn R a il­
way from O rient Heights to Point of P in es, R ev ere . N orm al and 
logical thinking should have indicated to the T ru s tees  that exten ­
sion on th is right of way could be accom plished at a minimum 
co st. Such an extension would provide consid erable im provem ent 
in se rv ice  to the City of R ev ere , and, at the sam e tim e, add sub­
stan tia l revenue and d ecrease  operating co sts  by elim inating most 
of the feed er se rv ic e  which w ill s t il l  be needed under the present 
lim ited ex ten sio n ."
From  the tim e the M etropolitan T ran sit Authority was f ir s t  crea ted , we 
have consisten tly  advocated the extension of rapid tra n s it throughout the area  
now served  by the Authority, but in every ca se  we have insisted  that the finan­
c ia l gains would be m inim ized if such extensions w ere not constru cted  under 
econom ical planning. In our last two rep o rts  we have protested vigorously the 
proposed co sts  of new stations on the R ev ere extension, and now it is  a m atter 
of public aw areness that substantial funds have been wasted in the creation  of 
th is extension through the construction  of e laborate and costly  sta tio n s. C e r ­
tainly the financial ben efits that should accru e  from  this m ost d esirab le  exten ­
sion w ill be consid erably lessened  as the re su lt of expenditures made in the 
erection  of th ese stations.
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C on tracts and change o rd ers  thereon to D ecem ber 31 , 1953 for construction 
of th ese new stations w ere as follow s:
R ev ere Beach Station 
Beachm ont Station 
Wonderland Station 
Suffolk Downs Station
»Includes co st of overp ass
It is  worthy of comm ent that many thousands of d o llars in additional co sts  
w ill accru e  before construction  is  com plete.
(e) Commonwealth R eim bu rsem ents: In d iscussin g the extension to 
R ev ere , the previous audit rep ort comm ented as follow s:
" .  . . The ra ilro ad  right of way now owned by the M etro ­
politan T ra n sit Authority is  com pletely overp assed  and under­
passed throughout the whole length of the extension except at 
Beachm ont, and in ord er to elev ate the Beachm ont station  so 
as not to in ter fere  with the ord erly  flow of autom obile tra ffic  
w ill cost the Authority m ore than $ 2 0 0 ,0 0 0 .0 0 . E levation of 
the station  and constru ction  of the ov erp ass has fo r its  only 
purpose the elim ination of a grade c ro ssin g  fo r the benefit 
of the au to ists , and it is  believed that it would be en tirely  
proper fo r the M etropolitan D is tr ic t  C om m ission or the De­
partm ent of P ublic Works to re im b u rse  the Railw ay for the 
e x tra  co st involved in overpassin g th is  road . "
In th is  connection, the following le t te r  was forw arded to the Chairm an of 
the M etropolitan D is tr ic t C om m ission by the G en eral M anager of the Railw ay:
M r. C h arles W. Greenough, Chairm an 
M etropolitan D is tr ic t Com m ission 
20 Som erset S tre e t, Boston, M assach u setts
D ear M r. Greenough:
Confirm ing our conversation  over the telephone, the Board of T ru stees 
could operate the E ast Boston E xtension  at grade a c ro ss  Winthrop Avenue.
That was the situation when the Old Narrow Gauge R ailroad  was in operation.
It would, how ever, c re a te  a highway problem  and our Board is  anxious 
to learn  whether the M . D. C . could advance the added expense involved by 
the M . T . A. constru cting an overhead c ro ssin g  at th is point.
The elim ination of any grade c ro ssin g  is  of co u rse  highly d esirab le  but 
our Board questions the equity of the en tire  c o sts  falling upon the M. T . A. 
d eficit operation s.
Will you p lease advise ?
$ 2 8 3 ,8 2 0  00 
5 22 ,921  50* 
2 1 3 ,9 0 4  30 
14 6 ,4 1 4  78
V ery truly you rs,
G eneral M anager
We a re  unable to find any re co rd  at the MTA that th is le tte r was ever 
rep lied  to o r even acknowledged by the Chairm an of the M . D. C.
The following is  a sum m ary of oth er s im ila r  reim bu rsem en ts co llected  
from  the D epartm ent of P ublic W orks and the M etropolitan D is tric t Com m ission 
for exp enses accru ed  by the MTA in connection with other public p ro jec ts  during 
1953:
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P ublic W orks:
Sullivan Square $ 1 5 2 ,6 8 9 17
O verpass (P re s co tt-F ra n k fo r t S t s .) 2, 663 75
A tlantic Avenue Station 5 4 ,4 3 6 53
R ev ision  (Main Line Elevated) 278, 506 50
Underpass (vVaverly Square) 33 ,9 9 1 41
O verpass (Orient Heights) 2, 173 63
O verpass (Neptune Road) 156 27
D rainage Study 2 38
Total - D epartm ent of Public Works $524, 619 64
M etropolitan D is tr ic t C om m ission:
F o r e s t  H ills 
Lechir ere  Square
Total - M etropolitan D is tr ic t Com m ission
$ 6 ,1 5 2 5 5
126 ,661  02 
$ 1 3 2 ,8 1 3  57
(f) C am bridge-A rlington E xten sion : $ 2 0 0 ,0 0 0 .0 0  was provided by 
statute fo r a study as to the fe a sib ility  of th is exten sion, and of th is  amount 
bonds w ere issued yielding at a prem ium , $150, 524. 85. Expenditures have 
amounted to $89, 5 8 0 .3 3 , as of D ecem ber 31, 1953 and the balance of these 
borrow ings then amounted to $60 , 944. 52. Additional expenditures in 1954 
amounted to $15, 559. 72 and the balance on May 31, 1954 was $45 , 384. 80.
The re su lts  of the studies and engineering work com pleted indicate that 
if additional rapid tra n s it fa c ilit ie s  a re  to be built in Cam bridge extending to 
A rlington, they should co n sist of a subway extending from  Harvard Square in 
M assach u setts Avenue to North Cam bridge and then on the su rfa ce , along the 
southerly side of the Fitchburg freigh t cutoff of the Boston and M aine R ailroad  
to the Lexington Branch of the Boston and Maine R a ilro ad , to land now under 
the control of the M etropolitan D is tr ic t C om m ission lying southerly of the Con­
cord Turnpike and w esterly  of the Alewife Brook Parkw ay. The rapid tra n s it 
extension would then follow the Lexington Brancn  of the Boston and Maine R a i l ­
road to Arlington C enter and Arlington Heights.
The co st of the proposed extension as determ ined by study was estim ated  
as follow s:
From  Cam bridge to North Cam bridge $ 2 4 ,0 0 0 ,0 0 0  00
From  Cam bridge to Concord Turnpike 3 1 ,0 0 0 ,0 0 0  00
From  Cam bridge to Arlington Heights 4 2 ,0 0 0 ,0 0 0  00
It is  understood that the T ru stees  have decided not to ask for leg islation  to p ro ­
ceed with th is extension.
Once m ore th is leav es re s tr ic te d  funds hanging in the a ir ,  and, in this 
ca s e , $ 4 5 ,3 8 4 . 80 which w ill undoubtedly be added to other ba lan ces in a requ est 
to the L eg isla tu re to allow the MTA to use these funds for other purposes.
(g) G en eral: In view of the fact that the L eg isla tu re has authorized e x ­
penditures amounting to $ 5 ,0 0 0 ,0 0 0 .0 0  fo r other a lte ra tio n s, it is  suggested 
that balances of a ll bond proceeds be diverted only to other a lte ra tio n s and that 
the $ 5 ,0 0 0 ,0 0 0 .0 0  authorized for such a lteratio n s be reduced by the amount thus 
diverted. In no event should the T ru stees  be allowed to tra n s fe r  such balances 
into the u n restr ic ted  cash  of the Railw ay.
9. FUNDED D E B T : As of D ecem ber 31 , 1953, the principal amount of the funded 
debt of the M etropolitan T ra n sit Authority amounted to $ 1 3 4 ,4 5 1 ,7 8 0 .2 4 , while in addi­
tion th ere  w ere tem p orary notes outstanding held by the Boston M etropolitan D is tr ic t, 
amounting to five m illion d o lla rs . The d eficit reported by the Railw ay for the 1953 year 
amounted to $8 , 350, 676. 08 , and of th is amount $5 , 175, 883. 78 rep resented  the cost of 
in terest and re tirem e n t of th is debt, while an additional cost of $744, 592. 61, not re flected  
in that d efic it, was a sse sse d  d irectly  upon the taxp ayers of the c it ie s  and towns to pay the 
co st of re tirem en t of the subway debt and new constru ction  debt.
(a) O riginal D ebt: During the y e ar, the outstanding amount of th is debt was reduced 
one m illion  d o llars to $ 6 6 ,9 1 8 ,3 7 1 .8 9  on D ecem ber 31 , 1953, representing the balance of 
the debt of the Boston E levated Railw ay C orporation existing at the tim e that the road b e­
cam e publicly owned.
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T h is departm ent, from  its  study of the E levated Corporation p rior to public ow ner­
ship, recognized the fac t that th is debt was being re tire d  at an unreasonably rapid ra te , 
which could and would cause e x cess iv e  d efic its  and sizab le  fluctuations in assessm e n ts  
from  year to y e ar, and it was recom m ended at the tim e of purchasing the Railway that 
arrangem en ts be made for an o rd erly , equitable and lengthy re tirem en t of the debt. In 
the Public P u rch ase A ct, th is recom m endation was ignored; however, Chapter 572 of 
the A cts of 1949 la te r rev ised  the orig in al public purchase statu te , and th is debt is  now 
being re tire d  at the ra te  of one m illion d o lla rs a y e a r , and sin ce  August 29 , 1949 has 
been reduced four and on e-h alf m illion d o lla rs .
C osts to the Railway risin g  from  th is debt in 1953 amounted to $ 1 ,0 0 0 ,0 0 0 .0 0  in r e ­
tirem en ts  and $ 1 ,3 9 8 ,3 5 3 .0 9  in in terest.
(b) Subway D ebt: Under the provisions of Chapter 572 of the A cts of 1949, the M et­
ropolitan T ra n sit Authority acquired  tit le  from  the City of Boston to a ll subways used by 
the Railw ay. On August 3 , 1949 the debt in connection with th is acquisition  amounted to 
$ 4 0 ,2 1 9 ,4 4 5 .4 3 ,  and under the sam e ord erly  but lengthy p roced ures that w ere arranged 
for payment of the orig in al debt, th is debt a lso  was to be re tire d  annually at a fixed rate 
amounting to $ 5 3 6 ,2 5 9 .2 7  per y e a r , so that as a re su lt, on D ecem ber 31 , 1953 the a - 
mount of th is  debt had been reduced to $ 3 8 ,0 7 4 ,4 0 8 . 35. A ll the m onies used to reduce 
th is debt cam e d irectly  from  the taxp ayers of the D is tr ic t through d irec t assessm e n t and 
was not reported  in the Railw ay d e fic its .
In 1953 re tirem en t of th is debt cost the taxp ayers $ 5 3 6 ,2 5 9 .2 7  in d irect a ssessm en t, 
while in terest co sts  of $ 1 ,6 5 1 ,7 1 0 .1 3  w ere included in the Railw ay co s ts .
(c) New Construction and O ff-S tree t P arking D ebt: T his debt, as such, did not ex­
is t p rior to 1949, how ever, s in ce that tim e the MTA has been authorized to borrow  
$ 7 6 ,2 0 0 ,0 0 0 .0 0 ,  and in that connection the Railw ay has actually  issued $ 1 9 ,1 5 0 ,0 0 0 .0 0
in bonds. C osts of in terest on th is debt, in 1953, amounting to $ 2 8 2 ,4 8 0 . 58 w ere included 
in the d eficit reported  by the Authority, but the co st of re tirem e n t which last year amount­
ed to $208 , 333. 34 was a sse s se d  d irectly  upon the taxp ayers of the c it ie s  and towns of the 
D is tr ic t and not re flected  in the d efic it reported .
It has been the consid ered  and consisten t opinion of th is departm ent in a ll of its  r e ­
ports that to provide the Authority with the lice n se  and the authority to expend money, 
which the Authority is  not com pelled to repay, tends to extravagance in the expenditure 
of th ese funds, and we recom m end again that leg isla tion  be enacted to include the entire 
co st of th is debt in the c o sts  of the Railw ay.
(d) Revenue Equipment D ebt: By statute which becam e effectiv e on August 2, 1947, 
the MTA was o rig in ally  authorized to borrow  up to $ 1 0 ,0 0 0 ,0 0 0 .0 0  for the purchase of 
new equipm ent. The A ct fu rth er provided that th ere  would be no fu rther depreciation of 
the ro llin g  stock  of the Railw ay and that the $ 1 0 ,0 0 0 ,0 0 0 .0 0  thus provided would operate 
as a revolving fund so that the T ru s te e s , whenever veh ic les becam e outmoded o r inoper­
ativ e , could use the revolving balance in the fund to rep lace a p articu lar vehicle or a 
group of v e h ic le s . The amount thus authorized to be outstanding at one tim e was raised  
from  $ 1 0 ,0 0 0 ,0 0 0 .0 0  to $ 1 5 ,0 0 0 ,0 0 0 .0 0  la te r  by the L eg isla tu re . As of D ecem ber 31, 
1953, the Authority had issued $ 1 3 ,0 0 7 ,0 0 0 .0 0  in bonds under this section .
The money borrow ed under th is title  has previously been actually expended for the 
pu rchase of rapid tra n s it c a r s ,  su rface  c a r s ,  tr a ck le ss  tro lle y s  and m otor coach es. 
How ever, on M arch 1, 1953 the T ru s te e s  borrow ed $1, 5 4 5 ,0 0 0 .0 0  which they placed in 
the cash  of the R ailw ay, stating that the money had already been expended in connection 
with ro lling  stock  from  the reg u lar funds of the Railw ay, and th is borrow ing, th erefore , 
w as used to rep len ish  the cash  of the Authority.
During 1953 re tirem e n t of th is debt cost the Railw ay $ 6 5 6 ,0 0 0 .0 0  while in terest 
c o s ts  totaled $ 1 8 7 ,3 3 9 . 98.
10. ROLLING STO CK : In th is connection, our previous report stated :
” vVe have contended in our rep o rts  that the number of vehicles 
owned by the Railw ay was in e x ce ss  of th eir actual needs . . . ”
During the calend ar y ear 1953, a reduction was made in the rolling stock  of the 
R ailw ay, as fo llow s:
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D ecem ber 31, 1952 D ecem ber 31,
Su rface C ars 609 507
Rapid T ra n sit C ars 503 478
T ra c k le ss  T ro lley s 440 443
B u ses 531 543
Total V eh icles 2 ,0 8 3 1,971
The following is  a sum m ary of tran sactio n s during the year 1953:
Purchased D isposed of
Su rface C ars 102
Rapid T ra n sit C ars _ 25
T ra c k le ss  T ro lley s 16 (used) 13
B u ses 35 23
Total V eh icles 51 163
While th is re p rese n ts  a net reduction of 112 veh ic les attention is  d irected  to the 
fact that revenue m ile s  operated by the Railw ay was reduced in 1953 by 2 ,3 0 2 ,0 2 9  m ile s .
11. PASSENGER AUTOM OBILES: The previous audit rep o rt stated :
" I t  is  the contention of th is D epartm ent that a survey should be 
made to determ ine which of th ese c a r s  a re  needed, and that all 
o th ers should be disposed of, s in ce  if the T ru s te e s  and execu tives 
a re  sa tisfied  with the transportation  that they a re  providing to the 
taxp ayers of the D is tr ic t who a re  paying th eir  s a la r ie s ,  then the 
sam e se rv ice  should be adequate and sa tisfa cto ry  for th e ir  own u s e ."
On D ecem ber 31 , 1952, the MTA owned and operated forty-tw o passeng er c a r s ,  
and on D ecem ber 31 , 1953 th is  number had been reduced to tw enty-seven and r e f le c ts  a 
net reduction of fifteen  p assenger c a rs  during the year.
During the year 1953 the Railw ay purchased tw enty-three new p assen g er c a rs  and 
disposed of th irty -e ig h t. The book value of the tw enty-seven passeng er c a r s  owned by 
the MTA on D ecem ber 31 , 1953 amounted to $ 4 4 ,2 0 8 .4 4 .
12. REN TA L O F PARKING AREAS: During the year 1953 the MTA receiv ed  as 
incom e from  ren ta l of parking a re a s  a to tal of $15 , 292. 14. Of th is incom e $8 , 333. 34 
cam e from  one larg e con tract which the MTA now has with a co n cessio n a ire  who has 
rented various locations throughout the MTA system  at a yearly  b asic  rental of 
$ 5 0 ,0 0 0 .0 0  and re p rese n ts  payments for two months.
In addition to th is money rece iv ed  from  th is  co n cessio n a ire , th ere  was fu rth er in ­
com e to the MTA as a re su lt of th is con tract amounting to $18 , 5 3 4 .3 0  for fa re  tick e ts  
sold in connection with parking tick e ts  by this co n cessio n a ire . Actual operation of th is 
larg e co n tract began on November 1, 1953.
13. R E T IR E M E N T S: The p resen t re tirem e n t board was created  o rig in ally  follow ­
ing public p u rchase , as a re su lt of an agreem ent between the Authority and the A m alga­
mated Union, and th is  system  has sin ce been extended to cover oth er em ployees of the 
Railw ay.
The position of th is departm ent with regard  to the re tirem e n t system  is  well-known, 
in fa c t, in our orig in al rep o rt of an exam ination of the Boston Elevated Railw ay before 
the crea tio n  of the M etropolitan T ran sit Authority we said  in speaking of the Railway 
re tirem e n t sy stem :
"E lev ated  em ployees at p resen t a re  re tire d  under two sch em es, 
and n either is  worthy of being d escribed  as a re tirem en t system .
T hese sy stem s apparently operate without financial re s e rv e s  and 
are  not based on any a ctu aria l tab les . Paym ents to re tire  these 
em ployees can b est be d escribed  as m ere  p i t t a n c e s , ................ "
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In re ferrin g  to the retirem en t of execu tives, the rep ort stated :
"W hile pension payments to o ffic ia ls  and executives a re  included 
in the Company Pension P lan , a ll ru les  and regulations that 
guide the calcu lation of re tirem en t allow ances to ordinary em ploy­
ee s  a re  com pletely ignored in granting these pensions. Pension 
allow ances to executives a re  set by a vote of the Board of 
T r u s t e e s , ................."
The following is  a sum m ary of payments charged to ,co st of se rv ice  by the MTA in 
connection with re tirem en ts and other ben efits:
1950 1951 1952 1953
MTA R etirem en t Fund 
Paid Pensions to F o rm er
$1, 3 83 ,363  64 $ 1 ,4 5 7 , 289 78 $ 1 ,5 2 8 ,0 3 2  26 $ 1 ,7 2 6 ,2 9 2  97
Em ployees, etc.
Health and Accident Insur-
151 ,144  40 165 ,288  87 172 ,343  39 1 59 ,915  98
ance
Pension Plan Provided by 
Ch. 601, A cts of 1950. 
Applying to D isabled V et­
eran s with Perm anent Civil 
Serv ice  Status (F orm erly
71 ,1 7 1  99
l
8 2 ,9 1 5  28 1 15 ,705  70 130 ,163  52
City of Boston Em ployees) - 1 ,8 8 4  55 2, 874 63 5 ,3 8 2  42
Social Secu rity  Taxes - 4 2 9 ,6 2 9  72 4 0 2 ,0 3 8  22 3 82 ,131  68
T otals $ 1 ,6 0 5 ,6 8 0  03 $ 2 ,1 3 7 ,0 0 8  20 $ 2 ,2 2 0 ,9 9 4  20 $ 2 ,4 0 3 ,8 8 6  57
Until February 1, 1953 the M TA 's contributions to the re tirem en t fund amounted to 
5% of the em ployee's pay and the Authority contributed an additional 5%. On February 1, 
1953, both the em ployee's and the M TA 's contribution was ra ised  to 6%.
It has been the consistent opinion of th is departm ent that the contributions made by 
the em ployees and the MTA a re  above those ord inarily  requ ired  of a re tirem en t system , 
and while the Authority itse lf  gives the opinion that the in crea se  in contributions initiated 
February 1, 1953 cam e as a re su lt of additional ben efits it is  fa irly  obvious that the sub­
stantia l number of re tirem e n ts  a re  at lea st partly  resp onsib le fo r th is in crea se .
(a) E xecu tiv es: In th is connection, the previous audit rep ort stated :
. that the o ffic ia ls  and T ru s tees  of the road, who, previous 
to the establishm ent of the R etirem en t system  were re tired  by vote of 
the T ru s tees  without any contributions w hatsoever, that these sam e o f­
f ic ia ls  have taken advantage of the fac t that the L egislatu re ordered a 
re tirem en t system  to be se t up and now have included th em selves under 
its  m ost generous provisions. "
" I t  certa in ly  is  norm al for any individual o r group of individuals 
joining a re tirem en t system  that they be required to make up the con­
tributions for the period of th eir se rv ic e  for which no contributions 
w ere made. Under the present system  the re tirem en t of the o ffic ia ls  
re p rese n ts  a d istinct drain on the funds of the retirem en t system . "
Attention is  d irected  to the fact that em ployees on the weekly pay ro ll, for many 
y e a rs  p rior to the adoption of the re tirem en t sy stem , had contributed regularly a p er­
centage of th eir s a la r ie s  to m aintain the fin ancial stability  of the previous system . D ur­
ing a ll the tim e that th ese em ployees on the weekly pay ro ll were making these contribu­
tio n s, the o ffic ia ls  on the executive pay ro ll made no such contributions.
F o r th ese reaso n s we re ite ra te  our previous recom m endations that those o ffic ia ls  
on the execu tive pay ro ll of the Railway who com e under the generous provisions of the 
new re tirem en t act should be required to make up contributions fo r the period of th eir 
p rio r s e r v ic e , at lea st to the sam e extent that a ll other em ployees contributed to the old 
system .
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(b) R etirem en t Age: During the past year 8 o ffic ia ls  and 521 em ployees w ere r e ­
tired , and while we are  not perm itted to audit the accounts of the retirem en t system , it 
becom es im m ediately obvious that th is substantial volume of re tirem e n ts  at an e a r lie r  
age than was orig in ally  planned in setting up the system  constitu tes a great drain on its  
funds.
E a rly  in 1952 the m inutes of the T ru stees  m eetings had voted that MTA em ployees 
would re t ir e  at the age of seventy and that em ployees six ty -fiv e  or over who w ere phy­
s ica lly  incapacitated to perform  th eir regu lar duties would also be re tired . At a meeting 
of the present T ru s tees  held on A pril 27, 1953 it was declared  the policy of the Board 
to re tire  a ll em ployees at the age of s ix ty -fiv e , with such exceptions as may be approved 
by a vote of the Board.
On Septem ber 17, 1953 the T ru stees  voted to continue eight em ployees in se rv ice  
beyond age s ix ty -fiv e , but by June 14, 1954 a ll of these men had been re tire d  and the 
only em ployees over s ix ty -fiv e  rem aining on the MTA pay ro ll w ere the G en eral M anager 
and an attorney.
If a ll the fa c ts  a re  taken into consideration regarding the adm inistration of the p re ­
sent T ru s tees , it would appear that th eir consisten t contraction  of se rv ice  accom panied 
by lay -o ffs  and early  re tirem en t a re  not econ om ical. This policy has certa in ly  resulted  
in a substantial reduction in passenger revenue and the fact m ust also  be considered 
that co sts  of the R ailw ay 's contributions to the re tirem en t system  have n e ce ssa rily  in ­
creased  under th is  sam e policy.
(c) Non-Contributory P en sion s: P rev iou s audit rep o rts  issued by th is department 
have covered in detail the various plans under which MTA and Boston Elevated Railway 
em ployees have re tired . In one of those re p o rts , we comm ented on the fact that under 
the old company pension plan over 80% of the em ployees re tired  under that plan w ere 
receiv ing pensions of only $40. 00 a month. T h is situation was la te r slightly  improved 
by the T ru stees  who ra ised  the minimum amount to em ployees re tire d  under th is plan 
to $ 5 0 .0 0  a month. F o r the month of January 1953, th ere w ere 212 persons pensioned 
under th is so -ca lle d  company pension plan, and 183 of these pensioners w ere receiv ing 
the minimum pension.
It is  worthy of comment that on January 7 , 1953 the T ru stees  of the MTA voted to 
again ra ise  th is minimum pension allowance to $ 5 5 .0 0  a month. We believe these a l­
lowances should be substantially  in creased , for these pensioners a re  form er long tim e 
em ployees of the Railw ay, who were re tire d  before the present system  was installed  
and we can point out by com parison the re tirem en t of one executive soon a fter the adop­
tion of the new system  at a pension n early twenty tim es g rea te r than the pensions paid 
to these form er em ployees.
14. EXEC U TIV E PAY R O L L : On D ecem ber 31, 1952, the monthly pay ro ll of the 
Railway included 120 execu tives and on D ecem ber 31, 1953 the number had been d e­
crea se d  to 107. During the year 1953, sixteen  people w ere removed from  the executive 
pay ro ll , principally  because of re tirem e n ts , and th ree people were tra n s ferred  from  
the weekly pay ro ll to the executive pay ro ll to fill  certa in  v acan cies.
Special sa lary  in cre a se s  in the total amount of $ 1 8 ,3 0 0 .0 0  annually w ere authorized 
by the T ru s tees  during 1953 for seventeen execu tives, while a general sa lary  in crease 
of $ 1 5 0 .0 0  annually was granted to a ll sa laried  em ployees receiv ing between $ 4 ,0 0 0 .0 0  
and $ 7 ,7 7 5 . 00 a year at a m eeting held on August 14, 1953, and this in crease  was made 
effectiv e August 1, 1953.
For the month of D ecem ber 1952, the executive pay ro ll totaled $ 7 5 ,1 2 9 . 56, while 
for the month of D ecem ber 1953 it had d ecreased  to $69, 997. 88 showing a net d ecrease 
of $ 5 ,1 3 1 . 68. The following is  an an alysis of these changes:
D ecre a se s :
R etirem en ts , E tc .
Salary  Reductions (G ross)
Total D ecrease s  
In cre a se s :
Sp ecific Salary  Authorizations (Net) 
T ra n s fe rs  from W eekly Pay Roll (Net) 
G eneral Salary  In crease  of $ 1 5 0 .0 0  
P e r  Annum or $12. 50 P e r  Month
$ 8 ,7 6 4  04 
343 75
$ 9 ,1 0 7  79
$ 1 ,4 7 8  19 
1 ,497  92
3 , 976 11
$5 ,1 3 1  68
Total In creases  
Net D ecrease
1,000  00
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The co st of th is executive pay ro ll does not include payments of $ 1 0 ,6 0 7 . 22 made 
during the year 1953 to certa in  consultants hired by the T ru s tees , one of whom worked 
as D irecto r of Publicity in the conduct of public re lation s work from  June 1 to D ecem ­
ber 31, 1953 at a cost of $ 5 ,6 9 2 .2 6 , and the other as Special R epresentative of the Board 
of T ru s tees  from May 1, 1953 to D ecem ber 31, 1953 at a cost of $4 , 914. 96.
15. R E SE R V E  FOR IN JURIES AND DAMAGES: In connection with th is re se rv e , 
the previous audit rep ort comm ented:
"T h e facts  a re  that this re se rv e  grew from $885, 800. 68 on 
January 1, 1946 to $1 , 880, 202. 51 on D ecem ber 31, 1952 which 
would certa in ly  seem  to indicate that charges to the cost of s e r ­
vice for such purposes had been excess iv e  sin ce th is re serv e  in­
creased  alm ost a m illion d o llars in a period of seven y e a rs .
"W e do not believe that such a re se rv e  is  n ecessary  for a govern­
m ental agency, and have called attention to the fact that no other gov­
ernm ental agency m aintains such a re se rv e . We have fu rther contend­
ed that although the taxpayers have been charged annually as much as 
$1 , 5 7 5 ,0 0 0 .0 0  to provide this re se rv e , the en tire re serv e  now ex ists  
only on paper because the T ru stees  have expended the funds thus r e ­
served  for other purposes. We stated in our report that it was obvi­
ous that the T ru stees  could not be re lied  upon to m aintain such a r e ­
serv e  and we recom m ended that it be elim inated and the Railway 
placed on a cash  b a s is . ’’
During the year 1953, the co sts  of m aintaining the department of the Authority, 
charged with the resp on sib ility  of handling injury and damage c la im s, amounted to 
$ 4 3 3 ,0 1 3 .0 9 , and, this includes $ 2 9 ,6 0 3 .1 4  paid to private attorneys for se rv ic e s  re n ­
dered the Legal Departm ent during the y e ar, while the co st of in ju ries and dam ages paid 
during the year amounted to $ 1 ,3 8 6 ,1 1 4 . 92. The present T ru s tees  have apparently r e c ­
ognized the validity of our previous ob jection s to the s ize  of the re se rv e  for on D ecem ­
b er 31, 1953, the balance in the re se rv e  was reduced to $ 1 ,6 9 4 ,0 8 7 . 59 from  a high of 
$1 , 880, 202. 51 on D ecem ber 31 , 1952.
While this is  a step in the right d irection , we s t ill  re ite ra te  the recom m endation 
made in connection with this re se rv e  in our last rep ort which was as follow s:
"T h at the re se rv e  be abolished and that a ll ch arges for injury and 
dam ages be placed on a cash  b a s is . ”
T h is recom m endation has thus fa r been ignored, and it would seem  that none of the 
su ccessiv e  m anagem ents during seven y e a rs  operations of this governm ental agency ap­
parently re a liz e s  that the Railway is  no longer a corporation organized for the benefit of 
its stockh old ers, but is  a governm ental agency organized for the benefit of the taxpayers 
of the M etropolitan D is tr ic t. The management s t il l  acts  as if it were operating a private 
organization designed to make profitable re tu rn s on the investm ents of its shareholders 
for they could, without damage to the se rv ice  or the financial position of the Authority, 
p erform  a great se rv ice  to the taxp ayers and lighten the burden of MTA co sts  by elim in ­
ating th is re se rv e . Under this arrangem ent any monthly charge for accidents to the 
co st of s e rv ic e  could not be excess iv e  because lia b ilitie s  in ex ce ss  of $ 5 0 ,0 0 0 .0 0  or 
under $ 2 ,0 0 0 ,0 0 0 .0 0  for any one accident is now covered by private insurance companies.
16. BORROWING P O LIC IES: In this connection, the previous report recommended:
” . . . .th a t in the future, when such construction is  under­
taken, that ra th er than borrowing im m ediately the full amount 
authorized by the G eneral Court as the previous T ru stees have 
done, that the Authority borrow money under tem porary notes as 
needed until such a tim e as the p ro ject involved is  completed and 
the financial co st is  determ ined, at which tim e bonds will be issued 
in the exact amount of the cost of construction of the facility  and the 
tem porary notes would then be re tired . ”
As the resu lt of the policy of the previous and present T ru stees to make all such 
borrow ings under permanent bonds, attention is  directed to the following:
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(1) A total of $ 8 2 5 ,0 0 0 . 00 was originally  borrowed through a bond issu e 
for prelim in ary plans for the Washington S tree t Tunnel, and when this 
planning was halted th ere was a balance of $ 7 4 ,7 2 8 . 42 rem aining, which has 
now - -  with the approval of the L egislatu re - -  been used for other purposes.
(2) One m illion d o llars was borrowed in permanent bonds for prelim inary 
plans for the addition to the Trem ont S tree t Subway. Of this amount,
$218, 131. 74 rem ained unexpended when the prelim in ary planning was stopped, 
and again with the approval of the L eg isla tu re this balance has been used for 
other purposes.
(3) A total of $13, 915, 008. 72 was borrowed under perm anent financing for 
the E ast Boston Rapid T ra n sit, and as of M arch 31, 1954 th ere rem ained an 
unexpended balance of $ 3 2 6 ,1 6 4 . 85. While th ere appears to be a few 
unsettled cla im s which may fu rther reduce this balance, the fact rem ain s that 
a substantial sum will be left from  th is p ro jec t, and th ere is  little  doubt but 
that the p resent T ru stees  w ill seek  legislation  in 1955 to use this money for 
other purposes.
(4) From  funds borrow ed orig in ally  for a lteration s by the City of Boston 
and subsequently tra n s ferred  to the MTA as provided in Section 8A of 
Chapter 544 of the A cts of 1947, th ere rem ained a balance of $ 7 2 ,7 4 9 .0 5 .
This money was applied by the MTA to other a lte ra tio n s.
T his sam e condition a r is e s  so frequently that it seem s that it has been alm ost a plan 
to provide ex tra  cash through such borrow ings, as is  evidenced by the following sum m ary 
of funds that have becom e available to the Railway for purposes other than those for which 
the funds w ere orig inally  borrowed as a resu lt of e x cess iv e  borrow ings under perm anent 
bond issu e s :
Washington S treet Tunnel 
Trem ont S treet Subway 
E ast Boston Rapid T ran sit 
A lteration s 
Parking A reas
Cam bridge -  Arlington Extension
$ 7 4 ,7 2 8  42
21 8 ,1 3 1  74 
3 2 6 ,1 6 4  85 
7 2 ,7 4 9  05 
5 4 7 ,0 5 9  32 
4 5 ,3 8 4  80
Total $ 1 ,2 8 4 ,2 1 8  18*
* Does not include balances from  R ev ere Extension borrow ings.
We re ite ra te  our o rig in al recom m endation that borrowing in connection with any 
p ro ject be done o rig in ally  under tem porary notes until the final co st of the p ro ject is 
determ ined, at which tim e the Railway would borrow  under perm anent bonds the exact 
co st of the fac ility  erected  and with those funds re tire  the tem porary notes.
17. SNOW REM OVAL: The following excerp t is  taken from  the m inutes of the m eet­
ing of the T ru s tees  held on August 14, 1953:
"A  form  of le tte r to be sent by the Chairm an to the M ayors and Chairm en of 
the Board  of Selectm en of the c itie s  and towns served  by the Authority in form ­
ing them that the Authority can no longer perform  snow-plowing work on 
public highways, except those where s tre e t  c a rs  operate, was approved.”
We d isag ree with this decision of the present T ru s te e s , s in ce it has no effect w hatso­
ev er on the co sts  to the taxp ayers. The snow on the various highways used by the Railway 
m ust be removed if transportation  is  to be continued in inclem ent w eather, and it m akes 
little  d ifference to the taxp ayers whether it is done by the MTA o r the city or town con­
cerned . In eith er event, the co st of snow rem oval will be included in h is tax b ill, and it 
would appear that the MTA itse lf  —  with a knowledge and exp erien ce of its own problem s, 
operating schedu les, and the pecu liar needs of th eir own vehicles in snow - -  would be 
b e tter equipped to do th is work th em selves and probably could do it m ore econom ically .
The single consisten t policy that has dominated the adm inistration of a ll T ru s tees  of 
the MTA, past and p resen t, is  the continued effo rt to tra n s fe r  certain  Railway co sts  to the 
c it ie s  and towns of the D is tr ic t and to thus m inim ize reported d efic its . The decision of 
th ese T ru s tees  in the m atter of snow rem oval is an exam ple.
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Other corn p lications aro se  also  as a resu lt of this change in policy, s in ce the p re v i­
ous T ru stees  had already issued purchase o rd ers  on M arch 18, 1953 calling for the 
purchase of seven snow figthers equipped with sand sp read e rs , snow plows, e t c . , to cost 
$ 2 5 ,7 9 5 .0 0  each or a total cost of $180, 56 5 .0 0  and four sand sp read ers to cost 
$ 2 7 ,7 6 0 . 00 and a sand d ryer to cost $6 , 370. 00 . Following the adoption of th is  "no snow 
rem ov al" policy, the new Board of T ru stees  made sev era l unsuccessful attem pts to 
can cel these purchase ord ers  but w ere com pelled by the vendors to accept delivery .
18. MAGAZINE "C O -O PER A TIO N ": F o r some tim e now, the Authority has pub­
lished at irreg u la r in tervals during the year a m agazine called  "C O -O PERA TIO N ". In 
connection with this m agazine, our previous audit rep ort stated :
" I t  is  recom m ended to the T ru s tees  that an honest appraisal be made of 
the value of th is m agazine to determ ine whether or not its  publication should 
be continued."
The m inutes of the T ru s te e s ’ m eetings during the year 1954 w ere examined to d e ter­
mine whether o r not any o ffic ia l opinion has been exp ressed  by them as to the publication 
of th is  m agazine, and while no re fe re n ce s  to the m atter w ere found in th ese m inutes, it 
is  worthy of comment that sin ce  the new T ru s tees  took o v er, no issu e s  of th is magazine 
have been made. During the year 1952, th ree issu es w ere made of th is m agazine at a 
co st of $ 1 4 ,8 6 6 . 11, while in 1953 one issue was printed previous to the appointment of 
the p resent T ru stees  at a cost of $2 , 923. 80 . Attention is  d irected  to the fact that the 
amounts quoted herein cover only the actual publishing c o s ts , s in ce the s a la r ie s  and 
wages of the em ployees of the Railway who com pile and edit the m agazine a re  not included 
in these co sts .
19. USE O F MTA FA C IL ITIES B Y  OTHER SYSTEM S: In th is connection, our p re ­
vious audit rep ort stated :
"T h e common use of fa c ilit ie s  constructed by and at the expense of the 
Authority by other transportation  com panies without charge fo r the use of 
these fa c ilit ie s  is  not reasonable. Such fa c ilit ie s  a re  mutually advanta­
geous to the MTA and to the company or com panies involved, and it is  the 
opinion of this Department that a m ore equitable distribution of the cost 
of maintaining th ese fa c ilit ie s  should be attem pted. ”
At a m eeting of the T ru stees  held on May 8, 1953, it was voted:
"T h at the G eneral M anager be and he hereby is  authorized and instructed 
to arrange a conference with re p resen ta tiv es of a ll private bus o r s tre e t 
railw ay com panies who use the fa c ilit ie s  of the Authority for the pick-up 
and d isch arge of p assen g ers for the purpose of reaching a mutually s a t is fa c ­
tory agreem ent under which they w ill com pensate the M etropolitan T ran sit 
Authority for the said use of such fa c il it ie s . ”
A m eeting of the T ru s tees  held on August 28 , 1953, voted as follow s on this m atter:
"T h at the G en eral M anager be and he hereby is  authorized in the name of 
and behalf of the Authority to give w ritten n otice, in form  approved by the 
G en eral Counsel to c a r r ie r s  whose veh icles en ter upon the p rem ises of the 
Authority for the purpose of d ischarging and/or receiv ing passeng ers 
thereon , that existing agreem en ts re la tiv e  to the use of such p rem ises 
sh all term in ate  on November 1, 1953, unless p rior to that date such a g re e ­
m ents a re  changed so as to provide for a charge of tw enty-five cen ts for 
each bus tr ip  over such p re m ise s , o r in lieu th ereof an appropriate monthly 
ch arg e, a bus trip  being every tim e a vehicle en ters in, upon or over such 
p re m ise s . ”
On O ctober 23, 1953 the T ru s te e s  weakened in th eir demands when they voted:
"T h at the G en eral M anager be and he hereby is  authorized in the name 
and behalf of the Authority to give w ritten notices in form  approved by 
G en eral Counsel to c a r r ie r s  whose veh icles enter upon the p rem ises of the 
Authority for the purpose of discharging and/or receiving passeng ers
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thereon due to the approach of inclem ent w eather and insufficient tim e to 
reach  an understanding on this m atter, and in ord er not to discommode 
p assen g ers of the Authority and said c a r r ie r s ,  the date for term ination of 
existing agreem en ts re la tiv e  to the use of such p rem ises sh all be d eferred  
to May 1, 1954 instead of November 1, 1 9 5 3 ."
Fin ally  on A pril 9, 1954, the T ru stees in th is connection voted as follow s:
"T h at the vote of this Board of August 28, 1953 authorizing the G eneral 
M anager to term inate on November 1, 1953 A greem ents with c a r r ie r s  
whose veh icles en ter upon our p rem ises be, and the sam e hereby is 
rescinded.
"That the vote of this Board of O ctober 23 , 1953 authorizing the G eneral 
M anager to extend the date for term ination  of existing agreem en ts with 
c a r r ie r s  whose vehicles enter upon our p rem ises from  November 1, 1953 
to May 1, 1954, be, and the sam e hereby is  rescinded.
"T h at the G eneral M anager be, and he hereby is ,  authorized, in the 
name and behalf of the Authority, to give w ritten n otice , in form  approved 
by G eneral Counsel, to c a r r ie r s  whose veh icles en ter upon the p rem ises 
of the Authority for the purpose of discharging and/or rece iv in g  p assen g ers, 
that the notice term inating the existing agreem ents h ereto fore  sent to said 
c a r r ie r s  a re  cancelled , and that the said  agreem ents sh all rem ain  in force  
a fter May 1, 1 9 5 4 ."
The T ru stees have apparently com pletely re v ersed  th eir  orig in al position, and are  
now willing to continue to grant fre e  use of th eir  fa c ilit ie s  to other railw ay s.
20. ADVERTISING TO PROMOTE T R A F F IC : Our previous audit rep ort stated :
" .  . . no concerted  attem pt has ev er been made to point out the advantages 
and economy of m ass transportation. T his D epartm ent b eliev es that the 
fa c ts  should be brought to the attention of the public; that the use of private 
autom obiles for daily transportation  into Boston not only is  m ore expensive 
than the use of MTA fa c il it ie s , but that the m otorist in addition to his own 
co sts  is  also  contributing to the d eficit of the Railway which he m ust also  
pay. "
On February 4, 1953 the MTA T ru stees  authorized an appropriation of $ 2 0 ,0 0 0 .0 0  
for routine advertising, and on August 28, 1953 the present T ru s tees  voted to can cel this 
authorization of th eir p re d ecesso rs  insofar as the unexpended balance was concerned, 
and appropriated the sum of $30 , 6 0 0 .0 0  for advertising for the period between August 
and D ecem ber 1953. In th is connection, the T ru s te e s  authorized an agreem ent with a 
local advertising agency under which the advertising agency would be billed for the cost 
of a ll advertising prepared and placed in new spapers, radio, e t c . , and then the agency 
would in turn b ill the MTA for the co st th ereof. F o r the calend ar year 1953, the co sts  of 
the MTA for advertising to prom ote tra ffic  amounted to $ 3 8 ,2 5 3 .0 9 . Of this amount, the 
total MTA co sts  amounted to $ 2 9 ,8 7 9 . 87 under the con tract with the private agency 
mentioned above.
21. FE D E R A L TA XES: On the balance sh eet of the M etropolitan T ra n sit Authority 
on D ecem ber 31 , 1952 th ere appeared an a sse t listed  under the title  "C laim  for Refund 
of P r io r  Y ea rs  Income T a x " in the amount of $ 5 9 1 ,9 7 2 . 56. During the year 1953, this 
case  was settled  with the Fed eral G overnm ent, and as a resu lt the Railway rece iv ed  from 
the F e d era l Government the full amount of $591, 972. 56 plus in terest amounting to 
$ 2 3 4 ,2 3 0 .7 0 . Paym ent of the principal amount did not affect the 1953 d eficit, however,
it did im prove the cash position of the Railway and the in terest of $ 2 3 4 ,2 3 0 .7 0  reduced 
the 1953 d eficit by exactly  that amount.
On the liab ility  side of the sam e balance sh eet, th ere appeared an item  entitled 
"P ro v is io n  for Additional P rio r  Y ears  F ed era l Income T a x e s" in the amount of 
$ 7 5 0 ,0 0 0 .0 0 . T his ca se  was also  settled  during the year 1953, and it was determ ined 
that the tax deficiency of the MTA amounted to $ 1 3 3 ,7 8 1 . 61 plus statutory in terest of 
$ 4 1 ,6 2 6 . 24, and as a re su lt the MTA paid to the Fed eral Government $175, 407. 85. The 
balance in the re se rv e  amounting to $574, 592. 15 was applied in reduction of the co st of 
se rv ic e  for the year 1953.
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22. O FF IC E  SPA C E: F o r the calend ar y ear 1953 ren ta l at the P a rk  Square Bu ild­
ing for the gen era l o ffices  of the Authority amounted to $ 1 2 9 ,6 5 7 .0 0 , and it included 
a re a  on both the sixth  and seventh flo o rs  of the P a rk  Square Building plus storag e  space 
in the b asem en t. Annual ren ta l ch arges for o ffice  space on the sixth  floor amounted to 
$ 2 1 ,8 3 8 . 80 , and in May of 1954 the MTA gave up th is sp ace. It is  estim ated , as a 
re su lt, that savings on re n ta l ch arges for 1954 w ill amount to approxim ately $ 1 2 ,0 0 0 .0 0  
while in 1955, the f i r s t  full y e a r , co sts  w ill drop to approxim ately $ 1 0 8 , 0 0 0 . 0 0 .
T h is departm ent fe e ls  quite strongly that continuance of the ren ta l of th is  space is  
an extravagance which the MTA cannot afford, and in connection with th is  fa c t, a  p rev i­
ous audit rep o rt stated :
"In  view of the fact that the Authority is  now exem pt from  re a l esta te  
ta x e s , substan tia l savings could re su lt from  erectio n  of a building to house 
the m ain o ffice s  of the M etropolitan T ra n sit A u th ority ."
We believ e th is recom m endation to be valid.
23. D ET EC T IV E AGENCY: Inv estigators of a certa in  private detective agency 
work throughout the MTA sy stem , and each  individual inv estigator thus employed is  
assigned a num ber by the Authority and h is re p o rts  a re  subm itted only under h is number 
and b e a r  no sign atu re. T hese in v estigators rep o rt daily to the M TA, and th ese rep orts 
a re  re ce iv ed  and exam ined by the T re a s u re r -C o m p tr o lle r 's  o ffice  exclu siv ely , and 
include the tim e spent by the in v estigator, the vehicle num ber, the em p loyee's num ber, 
the run num ber, the D ivision, the b u sin ess tran sacted  by the op erator and the fa r e s  paid 
by the in v estig ato r, plus any com m ents which the inv estigator might make regarding 
any in fractio n s of the ru les  and regulation s which he may have noted. W eekly b illin gs 
a re  made to the M TA, and th is is  paid by the ca sh ie r  on a memorandum re ce ip t. At the 
end of the month, the to tal payments a re  vouchered and the c a s h ie r 's  working fund is  
then re im bu rsed . F o r the y ear 1953, the co st of th is  se rv ic e  amounted to $19 , 323. 00.
24. CONCESSIONS: Incom e from  co n ce ss io n a ire s  for the year 1953 totaled 
$ 9 6 1 ,1 0 2 .9 7 . T his incom e co n sis ts  of station  and advertising p riv ile g es , m iscellan eou s 
tenant ag reem en ts, ren t of buildings and oth er p ro p ertie s , incom e from  m iscellan eou s 
physical property and rent of fa c il it ie s . Accountants from  the MTA verified  a ll of this 
incom e, with the exception of $16, 0 5 3 .0 3  which was co llected  from  the telephone 
company.
During the co u rse  of th is  audit, the accounts of two of th ese co n cessio n a ires  were 
exam ined by th is  departm ent and the incom e verified .
BOSTON M ETRO PO LITA N  D ISTR IC T R E P O R T  NO. 54-90
Audit: The re p o rt of th is  exam ination is  being issued in connection with a current 
audit of the M etropolitan T ra n s it Authority which is  now in p ro g ress  and cov ers the 
period from  Jan u ary  1, 1953, the date of the previous audit, to D ecem ber 31 , 1953.
During th is  period the B oston  M etropolitan D is tr ic t issued  bonds and notes totaling 
$ 1 2 ,7 8 1 ,0 0 0 . 00 . The f i r s t  issu e  fo r $1 , 9 8 3 ,0 0 0 .0 0  was fo r the purpose of refunding 
ce rta in  m aturing obligations o f the D is tr ic t . The proceeds of the rem aining th ree bond 
is su e s  and notes w ere used to purchase bonds and notes of the M etropolitan T ran sit 
A uthority. The detail of th ese issu e s  is  subm itted below.
On M arch  2 , 1953 the D is tr ic t , under authority of Section 7A, Chapter 544 of the 
A cts of 1947, as amended, issued $ 1 ,9 8 3 ,0 0 0 .0 0  coupon bonds of 1953 S e r ie s  A Bonds, 
bearin g  in te re st at 2 3/4%  per annum, dated M arch 1, 1953, and m aturing D ecem ber 1, 
1962 -  1983. The p roceed s of th is issu e  w ere used for refinancing those obligations of 
the D is tr ic t  which w ere to m ature between M arch 1, 1953 and August 15, 1953 and could 
not be m et by the application of the $ 5 0 0 ,0 0 0 . 00 payment by the Metropo .tan T ran sit 
A uthority on June 1, 1953 in reduction of the principal of the $ 7 1 ,4 1 8 , 371. 89 Authority 
Bond dated August 3 , 1949, and held by the D is tr ic t. The bonds w ere sold  at a p rice  of 
$ 1 ,9 8 9 , 938. 80 and accru ed  in terest of $151. 48 . The premium of $6 , 938. 80 and the 
arrru p d  in te re st of $151. 48 w ere paid to the M etropolitan T ra n sit Authority.
On M arch 2 1953 the D is tr ic t under Authority of Section 8A (j)> Chapter 544 of the
Acts of l M ^ ^ a s  amended,6 issued $1, 1 2 5 ,0 0 0 .0 0  coupon bonds, 1953 S e rie s  B Bonds, 
A cts of , annum dated M arch 1, 1953 and m aturing M arch 1, 1954 -
1983,ngWitheith pro c e e d f o f m ” ^ a l e  th e"D istH ct purchased a $ 1 ,1 2 5 ,0 0 0 .0 0  bond of the 
M e tro p ^  L  T ra n sit Authority, bearing in terest a 2 3/4%  to m ature on M arch 1, 1983. 
T h e re  was paid for the bond the exact amount rece iv ed  by the D is tr ic t  on the sa le  of its
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own bonds -  $ 1 ,1 2 8 ,9 3 6 .3 7  plus accrued in terest of $85. 94. This bond issue was for 
the purpose of providing additional funds for completion of E ast Boston Rapid T ran sit 
Extension and for establishm ent of o ff -s tre e t parking fa c ilit ie s .
Again on M arch 2, 1953 the D is tr ic t, under authority of Section 6 of Chapter 649 of 
the A cts of 1949, as amended, issued $ 2 ,4 0 0 ,0 0 0 .0 0  1953 S e rie s  D coupon bonds, dated 
M arch 1, 1953 and due M arch 1, 1954 -  1983, bearing in terest at 2 3/4% . These bonds 
w ere sold for $2, 4 0 8 ,3 9 7 . 60 with one day 's accrued in terest of $ 1 8 3 .3 3 . With the pro­
ceeds the D is tric t purchased a $2, 4 0 0 ,0 0 0 .0 0  bond of the Authority to m ature M arch 1, 
1983 bearing in terest at 2 3/4% . A prem ium  of $ 8 ,3 9 7 . 60 and accrued in terest of 
$ 183 .33  w ere paid the Authority. The purpose of this bond issue was to provide funds 
for extension to R ev ere of the existing E ast Boston Rapid T ran sit Extension and for p re ­
lim inary plans and estim ates as to the extension of rapid tran s it fa c ilit ie s  in Cambridge 
and Arlington.
In addition to the above on M arch 2, 1953 under authority of Section 22, Chapter 544 
of the A cts of 1947, as amended, the D is tr ic t issued $2, 2 7 3 ,0 0 0 .0 0  coupon bonds, 1953 
Series C, dated as of M arch 1, 1953, due M arch 1, 1954 - 1973 bearing in terest at 
2 1/2%. These bonds w ere sold for $ 2 ,2 8 0 ,9 5 3 .2 3  with one day 's accru ed  in terest of 
$157. 85. With the proceeds the D is tr ic t purchased s e r ia l  bonds of the Authority as 
follows:
$ 1 ,5 4 5 ,0 0 0  00 s e r ia l  bonds bearing in terest at 2 1/2%  to m ature M arch 1, 1973
562 .000  00 se r ia l bonds bearing in terest at 2 1/2%  to m ature M arch 1, 1963
166 .000  00 se r ia l bonds bearing in terest at 2 1/2%  to m ature M arch 1, 1964
The D is tric t paid a premium of $7 , 953. 23 and one day 's accru ed  in terest of $157. 85. 
The purpose of this bond issu e was to provide funds for pu rchases of, and capital addi­
tions and im provem ents to, equipment or for reim bu rsem en t for expenditures for such 
purposes.
In ord er to provide the M etropolitan T ra n sit Authority with tem p orary financing, the 
D is tric t issued during the 1953 calendar year two notes totaling $ 5 ,0 0 0 ,0 0 0 .0 0 .  With 
these proceeds it purchased two Authority notes in s im ila r  amounts.
The f ir s t  issue was for $ 2 ,0 0 0 ,0 0 0 .0 0  on Ju ly  7, 1953 becom ing due on May 1, 1954 
and the second issu e  was for $ 3 ,0 0 0 ,0 0 0 .0 0  on O ctober 1, 1953 and w ill a lso  be due 
May 1, 1954.
P rio r  to each of the aforem entioned tran saction s a le tte r  was rece iv ed  from  the 
M etropolitan T ra n sit Authority, requesting that the D is tric t purchase a tem p orary note 
of the Authority. It was also  noted that the T ru s tees  held duly called  m eetings in connec­
tion with each of the two issu e s  as was indicated by its  minute book. At th ese m eetings 
consideration was apparently given by the T ru stees  to the financial rep o rts  and cash 
estim ates which had been furnished it by the Authority before  the issu an ce of the D is tr ic t 
notes. In the indicated two instan ces bids w ere requested and it appeared that awards 
were made to the bidder offering the m ost advantageous p rice . However, it was noted 
that only one bid was rece iv ed  on the f ir s t  issu e and th is bid was accepted only a fter an 
investigation indicated that to delay further would put the M etropolitan T ran sit Authority 
in an acute financial position. The status of the money m arket was such that no saving 
could be accom plished by read vertisin g for bids and possibly the cost would be la rg e r .
The issu e of th ese notes by the M etropolitan T ra n sit Authority and th eir  subsequent 
purchase by the D is tr ic t is  authorized by Section 13 of Chapter 544 of the A cts of 1947, 
as amended.
R eceip ts Under Rapid T ran sit Bond: On November 20, 1953 the D is tr ic t receiv ed  
the fourth installm ent of $536, 259. 27 under the te rm s of the $40, 219, 445. 43 Rapid T ran sit 
Bond of the Authority held by the D is tr ic t. Amounts rece iv ed  in reduction of the principal 
amount of th is bond are  deposited in a sep arate account where they are  held to m eet pay­
m ents required on the Rapid T ra n sit Bonds of the D is tr ic t. Pending the use of th ese funds 
for th is purpose they may be invested as provided by Section 11 of Chapter 383 of the Acts 
of 1929. During the 1953 year the D is tric t made such investm ents in United States 
T reasu ry  B il ls .  As of D ecem ber 31, 1953 cash  totaling $1 , 8 4 3 ,0 1 7 . 62 was invested in 
U. S. T reasu ry  B il ls  with a m aturity value of $ 1 ,8 5 0 ,0 0 0 .0 0 .  As of the sam e date th ere 
was $4 , 347. 81 of uninvested cash  on deposit in the National Shawmut Bank of Boston. 
Section 8A (c), Chapter 544, Acts of 1947, as amended, provides that incom e earned on 
this fund is  to be paid to the M etropolitan T ra n sit Authority. During the year 1953, the 
D is tr ic t paid to the Authority in this connection a total of $26, 473. 02.
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The following data is  from  a schedule prepared by the MTA for use of the D is tric t 
T ru s te e s . This schedule indicates the payments which w ill be required to the City of 
Boston through the year 1959.
Boston M etropolitan D is tric t Funds 
Applicable to City of Boston T ran sit Debt
November 20, B . M .D . 3/4%  Bond Cumulative
Paym ent Maturing Paym ents to B alan ces
Year from  M. T . A. November 24, 1950 City of Boston B .M . D. Fund
1950 $ 536 ,2 5 9  27 $ 2 97 ,671  65* _ $ 23 8 ,5 8 7  62
1951 53 6 ,2 5 9  27 - - 7 7 4 ,8 4 6  89
1952 5 3 6 ,2 5 9  27 - - 1 ,3 1 1 ,1 0 6  16
1953 536, 259 27 - - 1 ,8 4 7 ,3 6 5  43
1954 53 6 ,2 5 9  27 - - 2 ,3 8 3 ,6 2 4  70
1955 53 6 ,2 5 9  27 - - 2 ,9 1 9 ,8 8 3  97
1956 53 6 ,2 5 9  27 - - 3 ,4 5 6 ,1 4 3  24
1957 536, 259 27 - $ 8 8 7 ,0 0 0  00 3, 105 ,402  51
1958 5 3 6 ,2 5 9  27 - 1 ,3 0 0 ,0 0 0  00 2 ,3 4 1 ,6 6 1  78
1959 536 ,2 5 9  27 - 2 ,5 0 0 ,0 0 0  00 377 ,921  05
$ 5 ,3 6 2 ,5 9 2  70 $2 9 7 ,6 7 1  65 $ 4 ,6 8 7 ,0 0 0  00 $ 3 77 ,921  05
* Refunding bond dated D ecem ber 1, 1949 and m aturing November 24, 1950 was 
issued to obtain funds to m eet principal payable by the D is tr ic t on 
D ecem ber 15, 1949.
It is  obvious that th is fund w ill accum ulate until the end of 1957 b efore any principal 
paym ents th erefrom  will be requ ired . It is  suggested that the T ru s te e s  consid er the 
advisability  of investing in long term  se c u r itie s  such as United States T reasu ry  Bonds or 
Notes which b ear higher in terest ra te s  than United States T reasu ry  B ills .
Legal S e rv ice s  in Connection with Bond Issu e s : The D is tr ic t em ploys at con sid er­
able expense the s e r v ic e s  of a legal firm  to handle certa in  m atters in connection with new 
bond is su e s . It is  suggested that the T ru stees  avail th em selv es of the fa c ilit ie s  of the 
D epartm ent of the Attorney G en eral as an economy m easu re.
P olicy  of Board Regarding A rtific ia lly  High In terest R a te s : The following paragraph 
is  an excerp t from  the m inutes of the m eetings of the Board of T ru s tees  which was held 
on Septem ber 23, 1953:
"T h e chairm an brought before  the Board the m atter of an inquiry that 
had been made of the D is tr ic t as to whether or not at future offerin gs of 
D is tr ic t s e c u r it ie s  a bid would be entertained bearing an a rtific ia lly  high 
ra te  of in te re st with a premium above par, calcu lated  to reduce the net 
in terest to be paid on obligations of the D is tr ic t to an amount that con­
ceivably might make such a bid the lowest bid to be receiv ed . M r . ------
stated  that he had studied th is m atter and taken the advice of counsel with 
re sp e c t to it and had com e to the conclusion that such a transaction  would 
be profitable to the bidders only at the expense of the Bureau of Internal 
Revenue. In other w ords, the bidders would be able to perform  th eir part 
of the tran saction  through a tax m aneuver. The attorneys for the D is tric t 
stated  they had been considering the m atter at the requ est of M r. 
and would be glad to know the animus of the T ru stees with resp ect to such 
a tran sactio n . A fter d iscussion  among the T ru s tees , and upon motion 
duly made and seconded, it was unanimously
VOTED: That it is  the policy of this Board that none of its  obligations be 
issued bearing an a rtific ia lly  high rate of in terest in connection 
with th eir sa le  at a premium above p a r .”
TRANSIT MUTUAL INSURANCE COMPANY R EP O R T NO. 54-117
D istribution of Surplus: The a ffa irs  of the T ran sit Mutual Insurance Company are
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d irectly  connected with the operation of the Metropolitan T ran sit Authority sin ce a ll of 
the o ff ice rs  and d irec to rs  of the T ran sit Mutual Insurance Company a re  sa laried  em ploy­
ee s  of the M etropolitan T ran sit Authority. Since D ecem ber 1947 none of the tru stees  or 
em ployees of the M etropolitan T ran sit Authority has received a sa la ry  for duties p e r­
form ed as o ff ice rs  or d irec to rs  of the T ran sit Mutual Insurance Company, and in addi­
tion, it was voted on January 27, 1949 to abolish the d ire c to r 's  fee of five d o llars for 
attendance at regu lar m eetings of the Insurance Company. The only incom e producing 
policy w ritten for w orkm en's compensation is  that of the M etropolitan T ran sit Authority 
and p o licies for general liab ility  insurance a re  written only to perm it the d ire c to rs  and 
o ffice rs  of the Company to be policyholders as required in the Bylaw s, and these la tter 
p o licies a re  re in su red  with another company.
R ein su ran ce: Under a "R ein su rance A greem ent" which becam e effectiv e A pril 1, 
1949, this Company was reinsu red  on lo sse s  between $ 2 5 ,0 0 0 .0 0  and $ 5 0 0 ,0 0 0 .0 0  for any 
one accident o r  s e r ie s  of accidents arisin g  out of any one event. E ffectiv e November 15, 
1950 the coverage under th is re in su ran ce agreem ent with the P e e r le s s  Casualty Company 
was changed by endorsem ent to $ 5 0 ,0 0 0 .0 0  up to $ 5 0 0 ,0 0 0 .0 0 . E ffectiv e Jan uary 1, 1953 
this re insu rance was taken over by the L iberty  Mutual Insurance Company on lo sse s  in 
excess of $ 5 0 ,0 0 0 .0 0  up to $ 4 5 0 ,0 0 0 .0 0 .
P rio r to 1951 the total prem ium  for this re in su ran ce was 1/2  of 1% of the net p rem i­
ums w ritten. Effective January 1, 1951 the total premium was in creased  to 2% of the net 
premiums w ritten. Statutory in cre a se s  in benefits under the W orkm en's Compensation 
Act were apparently facto rs in th is in crease  of the ra te .
R eserve for W orkm en's Compensation L o ss e s : The total of the R eserv e  for W ork­
m en's Compensation L o sses as at D ecem ber 31, 1953 co n sists  of the following:
Loss R eserv e  (Case B as is) $ 4 5 5 ,2 1 6  93
Loss Adjustment Expense R eserv e  10 ,0 0 0  00
$ 4 6 5 ,2 1 6  93
Dividend D eclaration : On November 10, 1953 the D irec to rs  voted to d eclare  a d iv i­
dend of $50, 683. 61 on w orkm en's com pensation b u sin ess to be paid to the M etropolitan 
T ransit Authority in January 1954. T h is dividend plus the prem ium  discount of 
$ 4 9 ,3 1 6 .3 9  paid during the year on the 1952 and 1953 p o licies would amount to 
$ 1 0 0 ,0 0 0 .0 0 , the amount of the dividend paid to the M etropolitan T ra n sit Authority in 
January 1953. T here w ere no dividends d eclared  to other policyholders in the y ear 1953.
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NEW BED FO RD , WOODS HOLE, MARTHA’S VINEYARD AND 
NANTUCKET STEAMSHIP AUTHORITY
Section 14 of Chapter 544 of the A cts of 1948 provides in part as follow s:
"SECTION  14. Report - -  On or before the th irtie th  day of January 
in each y e ar, the Authority sh all make an annual rep ort of its  a ctiv itie s  
for the preceding calend ar year to the governor and to the general 
court. Each such rep ort sh all se t forth  a com plete operating and finan­
c ia l statem ent covering its  operations during the y e ar. The Authority 
sh all cause an audit of its books to be made at lea st once in each year 
by the sta te  auditor, and the co st th ereof may be treated  as part of the 
operation of the p ro jec t. Such audits sh all be deemed to be public 
re co rd s within the meaning of chapter s ix ty -s ix  of the G en eral Law s. ”
A com plete report of an audit of the accounts of the New Bedford, Woods Hole, 
M artha’ s  Vineyard and Nantucket Steam ship Authority for the calend ar year ending 
D ecem ber 31, 1953 was issued on May 24, 1954.
G en eral: Individual copies of the audit rep o rts  have been subm itted to His E x ce l­
lency the G overnor, the L ieutenant-G overnor, the P resid ent of the Senate, the Speaker 
of the House, the State L ib rarian , and the Sen ators, R ep resen tatives and o ffic ia ls  of the 
c it ie s  and towns of the a re a  served  by the Authority and the m em bers and o ffic ia ls  of the 
Authority.
The following com m ents, exceptions and recom m endations w ere included in the 
rep ort issued  in connection with th is exam ination:
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R E P O R T  NO. 54-115
Audit: This exam ination was conducted under the provisions of Section 14 of ^hap 
te r  544 of the A cts of 1948. The exam ination was lim ited in its  d eta ils as is  polntea 
in the section  of th is  rep ort labeled ’’Scope of Audit” , as a re su lt of a d ra stic  cur ai men 
in the funds made available to th is Departm ent for this purpose.
G en eral: It has been the obvious intent of this Authority sin ce its  inception to charge 
excess iv e  amounts to depreciation  and, at the sam e tim e, to m inim ize its  reported lo s s e s . 
To accom plish  th ese seem ingly contradictory purposes, the Authority, each  y e a r , in r e -  
porting the re su lts  of its  operations has neglected to include the cost of bonds re tired  
during the p articu lar year in th eir profit and lo ss  statem en t, while, at the sam e tim e, 
they have reserv ed  for depreciation amounts fa r in e x ce ss  of actual needs. T h is situation 
has been noted in each of the rep o rts  issued by th is  D epartm ent, and we have consisten tly  
and free ly  predicted that such procedures could not be indefinitely continued and that 
eventually the Authority would be com pelled to abide by the law which governs th eir a c tiv ­
itie s  and include such bond re tirem e n ts  in th eir  cost of s e r v ic e , a step , which would im ­
m ediately thereupon lessen  th eir appetite for a larg e depreciation  re s e rv e . Our conten­
tion in this m atter was based on Section 4 of Chapter 544 of the A cts of 1948, which 
created  the Authority, and which sta tes  in subsection  C that the cost of s e rv ic e  sh all in ­
clude among other item s the cost of . in terest and am ortization  on bonds o r notes of the 
Authority issued under th is a c t" .  The T ru s te e s  of the Authority have continuously ignored 
this section of the law.
As of the date of this audit, the balance of the Earned Surplus Unappropriated account 
reflected  only the net lo sse s  reported by the Authority, and exclu siv e of the ch arg es  for 
bond retirem en ts th eir reported cum ulative lo ss  on D ecem ber 31 , 1953 amounted to 
$ 2 0 2 ,7 0 6 .0 1 . If the Authority had, in com pliance with the law, record ed  and rep orted  
th eir actual lo sse s  for the period, the balance of the Earned Surplus Unappropriated a c ­
count would have amounted to $ 5 2 2 ,7 0 6 . 01 . To o ffset th is lo ss  on the sam e date th ere  
was a balance in the re se rv e  fund of only $ 2 1 2 ,8 6 5 . 64, which balance m ust be applied 
against any deficiency before the balance can be a sse s se d  upon the a re a  serv ed  by the Au­
thority in accordance with Section 9 of Chapter 544 of the A cts of 1948, a ll  of which m eans 
that there existed on D ecem ber 31, 1953 a net a sse s sa b le  d efic it of $ 3 0 9 ,8 4 0 .3 7 .
The fact that such a trem endous d eficit ex isted  w as caused in no sm all m easu re by 
the previous p ra c tices  of the Authority through ex ce ss iv e  accum ulations in th e ir  re se rv e  
for depreciation. This Departm ent has consisten tly  and vigorously opposed the larg e 
amounts being reserv ed  annually out of earnings by the T ru s tees  for such a re s e rv e , and 
attention is  d irected  to the fact that to D ecem ber 31 , 1953 a to tal of $ 7 7 4 ,0 0 1 .1 2  had been 
reserv ed  fo r such purposes.
At a m eeting of the Authority held on D ecem ber 8, 1953, when it finally  becam e ap­
parent to the T ru s tees  that a continuation of th eir previous p o licie s  would cause an im m e­
diate d eficit assessm e n t of approxim ately $ 3 0 0 ,0 0 0 .0 0  on the taxp ayers of the a re a , they 
voted that past depreciation  ch arges re flec ted  in the above-m entioned d eficiency should 
now be considered to have included the principal re tirem e n t of bonds. T h is action  of the 
T ru s tees  should have im m ediately reduced th eir re se rv e  for depreciation  by $ 3 2 0 ,0 0 0 .0 0 , 
but in actual fact the statem ent in th eir m inutes was le ft to stand by its e lf , fo r they failed 
to im plem ent th eir vote by making consequent a lte ra tio n s in the actual accounts of the Au­
thority . The m ere empty words included in the m inutes of the T ru s te e s ’ m eeting a re  an 
idle and futile gesture and an open subterfuge, and legally  on the books of the Authority 
th ere rem ained on D ecem ber 31, 1953 an a sse s sa b le  deficiency amounting to $ 3 0 9 ,8 4 0 .3 7 . 
By a transp aren t and m akeshift device th e re fo re , they have postponed a d eficit a ssessm e n t 
for the year 1953, but it appears at th is moment that it w ill be im p ossib le for the Authority 
to avoid a substantial a ssessm e n t upon the taxp ayers for cu rren t operation s in 1955, as is  
indicated in a la te r section  of th is  rep o rt.
This Departm ent has previously in sisted  that the amount re serv ed  by the Authority 
for depreciation , amounting to $ 7 7 4 ,0 0 1 . 12 was e x ce ss iv e . If we give substance to the 
m eaningless vote of the T ru s tees  on D ecem ber 8, 1953, then we m ust now in s is t in the op­
posite d irection  that the amount now re serv ed  for depreciation  is  en tire ly  inadequate for 
the purposes of the Authority, s in ce  th eir  action would, for exam ple, autom atically  r e ­
duce the amount reserv ed  for depreciation  during 1953 to $ 7 1 ,8 3 1 .3 4 .
It is  obviously im possible for th is D epartm ent to sta te  with certain ty  what should be an 
exact and proper re se rv e  each year for depreciation , but it becom es im m ediately obvious 
that a re se rv e  of $ 7 1 ,0 0 0 .0 0  annually to provide rep lacem en ts for a ss e ts  with a net book 
value of m ore than two and one-half m illion d o lla rs , many of which a re  already worn out, 
is  inadequate.
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It is  recom m ended —
I. That the vote of the T ru stees  on D ecem ber 8th be reflected  on the 
books of the Authority.
II. That an im m ediate appraisal be made of the a sse ts  of the Authority 
to determ ine the ra te  at which th ese a s s e ts  should be depreciated.
Bond Resolution: The te rm s of the Bond Resolution covering the orig in al issu e of 
the bonds of the Authority place certa in  unreasonable lim itations upon the financial o p er­
ations of the Authority. The lim itations a re  of such a nature that it is  not only possible 
but also  extrem ely  probable that at som e future date the Authority could conceivable have 
in its  possession  sev era l hundred thousand d o llars , and, at the sam e tim e, be unable 
actually to pay its  day to day expenses.
The following provisions ex ist in the Bond Resolution with re sp ect to the treatm en t of 
revenue cash and the segregation of cash  into certa in  funds:
I. The monthly revenues from  operations must be deposited intact into 
a sp ecia l fund and are  not available to the Authority for current 
expenses until the tenth day of the subsequent month.
II. The balance of the Replacem ent Fund, which amounted to $ 1 9 8 ,7 2 1 .0 4  
on D ecem ber 31, 1953, representing cash  tra n s fe rs  from  revenues, 
cannot be used to m eet cu rren t expenses and must be held in tru st 
and applied only to property rep lacem en ts. It is  worthy of comment 
that although m ore than $ 2 0 0 ,0 0 0 .0 0  has thus been segregated  since 
1949, le s s  than $ 5 ,0 0 0 .0 0  has been expended from  th is fund.
III. On D ecem ber 31 , 1953, th ere ex isted  a balance of $ 1 6 0 ,2 2 5 .8 6  in the 
Capital Improvement Fund, representing the e x ce ss  of funds r e ­
ceived from  the orig in al bond issu e over the cost of acquisition  le ss  
sum s expended for capital im provem ents and rep lacem ents sin ce 
acquisition. This balance may be used so lely  for capital im prove­
ments and rep lacem ents.
Attention is  also  directed to Section 108 of the Bond R esolution, which provides that 
in the event of an additional bond issu e , none of th ese new bonds shall m ature e a r lie r  than 
one year a fter the date of the final m aturity of the present bond issu e which m atures in 
1979. Since the Authority is curren tly  considering the acquisition  of a new v e sse l, the 
purchase of which must of n ecessity  be financed from  the proceeds of a bond issu e , this 
p articu lar section  cre a te s  an alm ost im possible situation, and it follow s that should b o r­
rowings be attempted providing for m atu rities to begin in 1980, the in terest co sts  on such 
borrow ings is  certain  to be exorbitant. As an exam ple of the incongruity of this situation, 
it is  pointed out that the v e sse l, which w ill be the co lla te ra l for the bonds that are  to be 
issued, will be m ore than tw enty-five y e a rs  old, and w ill undoubtedly be outmoded or 
ready for replacem ent before any m atu rities in this p articu lar issu e begin. It must be 
presum ed, th erefo re , that the future bondholders would in th is event, have little  p ro tec­
tion other than the contingent resp onsib ility  of the Commonwealth.
The Authority should proceed to seek  the rem oval of th ese re s tr ic tio n s .
T ru s te e s : Although certa in  changes have been made in the Board of T ru stees  sin ce 
the date of the la s t audit, th is Departm ent b eliev es that its  recom m endation with regard  to 
the m em bership of the Authority to be s t il l  valid and pertinent and that recom m endation is 
herewith repeated:
"It is  recom m ended that the p resen t m em bers of the Authority be 
reduced to the status of an advisory com m ittee and that a new Authority 
of th ree m em bers should be crea ted , none of whom should live within 
the a re a  of the Authority and have any in te re sts , d irect or ind irect, in 
any bu sin ess conducted within the a re a . ”
R esu lts  of 1953 O perations: It was noted that the g ro ss  operating revenues of this 
Authority in creased  from  $1, 609, 373. 44 in 1952 to $1 , 6 5 1 ,0 3 5 . 04 in 1953. This in crease  
was occasioned m ainly by the la rg e r number of autom obiles ca rrie d  and in creased  revenue 
from  handling of United States m ail.
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It was also  noted that operating expenses also  increased  from  $1, 524, 991. 95 in 1952 
to $ 1 ,7 0 9 , 502 .37  in 1953 and consequently the net cost of se rv ice  was in creased  from 
$ 1 0 7 ,6 5 8 .3 8  in 1952 to $ 2 5 5 ,5 6 6 . 25 in 1953. Net operations, a lso , indicated a lo ss  of 
$58, 467. 33 in 1953 as compared with a gain of $84, 381. 49 in 1952.
Expenditures from  capital additions totaled $ 3 4 ,5 0 4 .3 1  in 1953 as com pared with 
$ 2 3 ,3 4 8 .7 0  in 1952. These expenditures in 1953 included $ 4 ,3 1 2 . 15 from  the Property 
R eplacem ent Fund and $30, 192. 16 from the Capital Im provement Fund.
The number of p assen g ers in creased  from  4 0 5 ,3 3 9  in 1952 to 4 0 6 ,3 3 6  in 1953, and 
the number of p assenger c a rs  in creased  from  4 9 ,6 1 5  to 5 4 ,2 4 8 . Freigh t tonnage ca rrie d  
was approxim ately the sam e during the two periods.
T ra n s fe rs  from  the Sinking Fund totaled $ 1 9 1 ,3 7 2 . 50, of which $ 1 1 0 ,0 0 0 .0 0  re p re ­
sented funds for the retirem en t of bonds and $ 8 1 ,3 7 2 . 50 for in terest on indebtedness.
Old Accounts R eceiv ab le : In accordan ce with a suggestion made in the previous 
audit rep o rt, $427. 98 due from  a con cessio n aire  and outstanding sin ce 1949 was charged 
off as u n collectib le by the Authority.
L ease of Land: The previous audit rep ort d irected  attention to a lease  entered into 
by the Authority for land owned at Woods Hole. It was noted at that tim e that this a g r e e ­
ment appeared to be con trary  to the te rm s of the Bond Resolution.
In th is connection, it was noted that th is Authority was advised by its  counsel to de­
posit the check which had been receiv ed  fo r the f i r s t  yearss rent and to term inate the 
lease  by notice. These instru ctions w ere accordingly acted upon during the period cov­
ered  by th is audit.
P lans for New V e sse l: The previous audit rep ort commented regarding the com p le­
tion of plans for a new v e sse l. In th is connection, it was noted that the Authority voted 
on D ecem ber 21 , 1953 that two m em bers of the Authority be appointed to expedite the 
building and placing into operation of a new end-loading v e sse l.
It was learned that the d etails of a sa tis fa cto ry  method of financing th is v e sse l w ill 
have to be agreed upon before any definite action is  taken in this d irection .
Expenses of M em bers: In the previous audit rep ort it was recom m ended that d e­
tailed expense vouchers be subm itted by m em bers of the Authority at regu lar in terv als , 
together with n ecessary  vouchers or other evidence of payment.
During this audit period, only two m em bers of the Authority had been so reim bu rsed  
for expenses incu rred  by them , and it is  understood that expense re p o rts  of oth er m em ­
b e rs  of the Authority have not as yet been subm itted for the 1953 year.
It is  again recom m ended that the Authority adopt a standard procedure for the 
subm ission  of m em bers' expense vouchers, so that a ll the expenses attributed to any year 
may be properly re flected .
Legal Action Against Union: As of the date of audit, the A uthority 's suit was s t il l  
undecided. This law suit see k s c la rifica tio n  of its  pow ers and rights to make an a g re e ­
ment to provide fifty-tw o w eeks' work ev ery  year to the em ployees on a "G uaranteed E m ­
ployment L is t" .
It was noted, however, that while the audit was in p ro g ress  the Authority instructed 
its  attorney to file  a notice of withdrawal of this suit without pre ju d ice.
Discontinuance of S erv ice  to New Bedford: In its  annual rep ort to the G overnor, the 
Authority noted that the Supreme Ju d icia l Court had decided that the Authority could, for 
cause, suspend its  se rv ice  at New Bedford during the slack  season .
In this connection it was noted the Authority voted on D ecem ber 21, 1953 to suspend 
.se rv ic e  to New Bedford from  Septem ber 26 , 1954 to A pril 25 , 1955.
New Freigh t R ate s : The A uthority's annual rep ort to the G overnor indicated that ap­
plications for new freight ra tes  had been made August 10, 1953, a fter taking into consid ­
eration  the recom m endations of the Authority’ s  consulting en gin eers.
It was noted that these ra ised  ra te s  which w ere orig inally  to becom e effectiv e on 
Septem ber 10, 1953 w ere suspended to A pril 9, 1954, pending approval of the In tersta te  
C om m erce Com m ission.
In th is connection it was further noted that while th is audit was in p ro g ress , th ese 
changes w ere again voluntarily postponed to June 8, 1954 on requ est of the In tersta te  Com­
m erce  C om m ission.
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P olicy  Regarding Expenditures: A review  of the expenditures for capital im prove­
m ents, rep lacem ents, and large amounts of m aintenance re p a irs indicates that th ere ap­
p ears to be no standard policy as to com petitive bids, form al con tracts or agreem en ts, 
and/or the recording of inform ation regarding authorizations.
In this connection it was noted that during this period under audit, th ere w ere item s 
of m ajor expenditures made from  the Capital Improvement Fund of $ 2 5 ,6 7 6 .4 3  as follows
R ep airs to Woods Hole Warehouse 
Blacktopping Parking Space at Woods Hole 
Construction of Em ployees' T o ile ts  at 
Woods Hole Term inal 
C onstruction of Public T o ile ts  at Woods 
Hole Term in al
$ 952 60
3 ,5 9 5  00
7 ,4 1 2  48
1 3 ,7 1 6  35 
$ 2 5 ,6 7 6  43
The f ir s t  two expenditures w ere authorized by o ffic ia ls  of the Authority, and although 
it was advised that verbal estim ates had been obtained from  se v e ra l bu sin ess firm s or 
individuals, no indications of such bids w ere available. T here a lso  could not be found 
agreem ents in writing between the Authority and the firm s who w ere given the co n tracts .
It is  th erefore  presum ed that these two tran saction s had been contracted  verbally .
It is  understood that m em bers of the Authority supervised personally  a ll m atters of 
con tracts  relating to the la tter two item s, as was evidenced by reco rd s of its  m eetings.
In th is connection, it was noted that the final invoice subm itted by the con tractor bore 
the notation that the completed work had been inspected and approved by a m em ber of the 
Authority.
In the in terests  of m ore effective control and possible financial sav ings, it is  reco m ­
mended that the Authority give serio u s consideration to the establishm ent of a policy 
governing the procedure for expenditures of la rg e r  amounts.
D eficiency T ran sfer from  R eserv e  Fund: Section 9 of Chapter 544 of the A cts of 
1948 outlines the procedure with resp ect to the d efic its  of the Authority as follow s:
’’W henever the incom e of the Authority is  insufficient to m eet the 
co st of the se rv ic e , as defined in section  five, the re se rv e  fund shall 
be used as fa r as n ecessary  to make up said  deficiency.
”If as of the last day of D ecem ber in any year the amount rem ain ­
ing in the re se rv e  fund sh all be insufficient to m eet the d eficiency 
hereinbefore re fe rre d  to, the Authority sh all notify the sta te  tre a su re r  
of the amount of such deficiency, le s s  the amount, if any, in the r e ­
serv e  fund applicable th ereto , and the commonwealth sh all thereupon 
pay over to the Authority the amount so ascerta in ed  and the Authority 
sh all apply the amount so rece iv ed  from  the commonwealth in payment 
of such deficiency. Pending such payment, the Authority sh all borrow 
such amount of money as may be n ecessary  to enable it to make all pay­
m ents as they becom e due.
"In ord er to m eet any payment required of the commonwealth under 
th is sectio n , the state  tre a su re r  may borrow  at any tim e, in anticip a­
tion of the a ssessm e n ts  to be levied upon the c itie s  and towns h ere in ­
after sp ecified , such sum s of money as may be n ecessary  to make said 
payments and he sh all repay any sum s so borrowed as soon after said 
a ssessm e n ts  a re  paid as is  expedient. "
On D ecem ber 8, 1953, the Authority voted:
" .......... the tr e a su re r  is  authorized to determ ine the actual amount
of such d eficiency as of D ecem ber 31 , 1953 and each year th ereafter 
and to withdraw such amount from  the R eserv e  Fund as may be n e c e s ­
sary  to make up such deficiency and if the amount rem aining in the R e ­
serv e  Fund sh all be insufficient to m eet such deficiency to notify the 
State T re a su re r  pursuant to Section 9 of Chapter 544 of the A cts of 1948.
The total accum ulated net lo sse s  of th is Authority from  operations from  its  inception 
to D ecem ber 31 , 1953, was determ ined to be $ 2 0 2 ,7 0 6 .0 1 , and the surplus account b a l­
ance as of that date w as, however, indicated, as follow s:
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Earned Surplus Unappropriated: 
D eficit as of D ecem ber 31, 1953 
Earned Surplus -  Appropriated:
($202 ,706  01)
3 2 ,8 9 4  79 
($169,811 22)
B alan ce as of D ecem ber 31 , 1953 
Total Surplus (D eficit D ecem ber 31, 1953)
It was noted that on February 28 , 1954 it was voted to tra n sfer the balance of Earned 
Surplus -  Unappropriated Account from the R eserv e  Fund. This amount included a defi­
ciency of $57 , 137. 62 for the Sinking Fund to sa tisfy  payments of bond principal and in te r ­
e s t due M arch 1, 1954. The en tire  deficiency was subsequently deducted from  the R e ­
serv e  Fund and $ 5 7 ,1 3 7 . 62 added to the Sinking Fund. The d ifference of $145 . 568. 39 was 
added to the O perations Fund.
It is  significant that the balance in the R eserv e  Fund amounted to only $ 1 0 ,2 7 6 . 89 
a fter th is tra n s fe r .
As the Authority has estim ated  an operating lo ss  of $ 1 3 1 ,4 1 0 .0 0  in its  1954 budget, 
which under the new b a s is  includes the am ortization  of bonds, it is  apparent that a d efi­
ciency assessm en t of alm ost $ 1 2 0 ,0 0 0 .0 0  w ill probably be levied on the m un icipalities 
served  by the Authority.

